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The Alternative Retirement Plans Section contains information on TRSL's various retirement structures: the Optional Retirement Plan (ORP), the Deferred Retirement Option Plan (DROP), the Initial Lump-Sum Benefit (ILSB), and the Excess Benefit Plan. 
THE ORIGIN AND PURPOSE OF THE SYSTEM TRSL is a defined benefit pension plan, established by the state legislature on August 1, 1936, to provide retirement and other benefits for Louisiana teachers. All Invested funds, cash, and property are held in the name of TRSL for the Sole benefit of the membership. A sixteen member Board of Trustees governs TRSL. 
FIDUCIARY RESPONSIBILITY The financial interest of our membership is of paramount importance to the System, and all duties of the Board and management are performed in accordance with their fiduciary responsibilities, There can be no conflict of interest concerning the membership: the highest standards of ethical management must be met; assets must be managed prudently; and the best legal and investment expertise must bc employed in deciding on the use of funds. MAJOR INITIATIVES AND LEGISLATIVE ACTIONS 
For the Year On July 1, 2002, TRSL paid the fourth cost-of-living-adjustment (COLA) under Act 402 of 1999 to 43,825 benefit recipients. Eligible retirees received a 1.6 percent COLA. The average COLA was approximately $23 per month. However, it is important to note that the effects of the last two years' down markets will not allow us to pay additional COLA's for some years into the future. The implementation of the Alternative Contribution Plan (ACP established by ACT 1055 of 2001) has been postponed indefinitely. This optional defined benefit/defined contribution plan for new members was found to provide less than adequate benefits for most members who would have been eligible for the ACP. TRSL implemented the Member Information Center (MIC). MIC staff will be responsible for counseling walk-in members as well as handling incoming telephone calls. Our goal is to meet all of our members' needs with their first request. The new telephone Automated Call Distribution (ACD) system was installed in June 2002. With this new technology we hope to improve our telephone customer service program, Our web-based inquiry system was rolled out to a select number of employers in May 2003, This new system allows employers to view individual member information online. One of the great enhancements of this new system is the ability of employers to view their current employer account balance online. They now have immediate access to all charges and payments applied to their contribution accounts. We are very excited about these enhancements and the benefits they will provide to our members and employers For the Future: Act 962 of 2003 estabfished a new method of calculating interest earned on certain DROP accounts. Members who become eligible to participate in DROP on or after January 1, 2004 will have their DROP funds invested in a liquid asset money market account at the end of their DROP participation. Interest earned on their accounts will be 0.25 percent less than the amount earned by the liquid asset money market account. These new interest-bearing accounts will be known as LaDROP. Members currently in DROP, or who are eligible to enter DROP before January 1, 2004, will continue to earn interest at 0.5 percent less than the TRSL actuarial realized rate of return. Enhancement of our web-based inquiry system is also being undertaken. Our Information Technology staff is working on programs that would allow employers to update and maintain member and employer contribution records on-line, thereby eliminating paper requests submitted to and processed by TRSL staff. 8 Teachers' Retirement .~stem of Louisiana 



 
Inlroduc!o~ S~aon CASH MANAGEMENT 

TRSL's cash management program is designed to achieve the fastest possible utilization of cash receipts in order to enhance the earnings of the System. This program is also designed to control and manage disbursements in a manner that is economically beneficial to the System, Examples include the promotion of wire transfers to accelerate receipt of contributions and daily deposits of individual checks. Disbursement procedures, designed to lengthen float and minimize idle cash, range from overnight investments to zero-balance concentration accounts. Debit programs arc in place to retrieve funds transferred to retirees' bank accounts after their deaths. The System utilizes positive pay transactions to help ensure our bank will only pay disbursements/checks authorized by TRSL, CONTROLS 
In accordance with the Board's and management's goals and policies, TRSL maintains a system of internal control to reasonably assure that assets are properly safeguarded, resources are efficiently and economically employed, and financial information is reliable and accurate, To achieve these objectives, TRSL uses advanced computer technology, emphasizes continuing education for its staff, and employs numerous checks and balances Within the control environment, including a fully staffed internal audit department. An operating budget for administrative expet~ses is prepared each year by the staff to address member and employer needs while keeping costs reasonable. The Board of Trustees must review and approve the annual budget and any changes during the year. A financial and compliance audit is performed annually by an independent certified public accounting firm that reviews our financial statements to ensure that they conform to generally accepted accounting principles. 
INVESTMENTS TRSL is the state's largest public retirement system and is responsible for the prudent management of $10.5 billion held in trust for our members' pension benefits. Diversification to reduce risk is evident in the allocation of investment assets. TRSL utilizes a wide range of investments to provide diversification necessary to control risks~:lomestic and international stocks, bonds, currency futures, real estate funds, private equity partnerships, mezzanine funds, and short- term investments. Diversification is fine-tuned even further by breaking dowl the previously-mentioned categories by style (growth and value), size of company, industry, type of bond, etc, For fiscal year 2003, our investment policy asset mix provided a 2.7 percent return with 3- and 5- year averages of (3.1) pereent and 2.6 percent, respectively. A more detailed display of investment performance can be found on page 78. The investment policy of the System can be found on pages 59 through 66. FUNDING 
The actuary determines the annual funding requirements needed to meet current and future benefit obligations. Actuarial contributions ere based from normal cost and amortization of the unfunded accrued liability. Employers are required to pay the percentage of total payroll equal to the normal cost plus an amount sufficient to amortize the unfunded liability by the year 2029, The required contribution is converted to a percentage of total payroll, The employer contribution rate established by the Public Retirement Systems' Actuarial Committee was 13.1 percent for 2002-2003, and will be 13,8 percent for 2003-2004. At June 30, 2003, the last valuation date, the System was 68.9 percent funded, compared to 73.9 percent funded at June 30, 2002. The amount by which TRSL actuarial accrued liabilities exceeded the actuarial assets was $5.3 billion, an increase of $900 million over last fiscal year. This is mainly due to poor investment returns. TRSL's negative experience account balance also poses a serious funding issues Because of statutory requirements, the negative experience account balance of $1,088,630,751 is not included in the funded percentages listed on page 46 in the Schedule of Fonding Progress. Sound actuarial funding standards, without regard to statutory requirements, would require the balance to be set at zero for funding progress, If the experience account were set to zero, TRSL's funded ratio would be 62.5 percent as of June 30, 2003, compared to 70.3 percent as of June 30, 2002. TRSL plans to encourage legislative efforts to correct this situation so that TRSL will be adequately funded and also to provide funding for future COLA's. Teachers' Rstln~ment ~stem of Loulsiana 9 



SERVICE EFFORTS AND ACCOMPLISHMENTS We strive to provide high quality service to our membership, Every department at the Teachers' Retirement System of Louisiana is expected to work together to attain the level of service that the membership has come to expect. The following achievements briefly highlight the contributions made by various departments: Through our Information Technology Depalmlent, we installed an online member inquiry system for TRSL staff and employers. This system includes online accounts receivable and employer billing reports. The department also converted several other batch processes from a third-generation COBOL programming language to a tburth- generation client server language. The 1T Department continues to add imaging workflow modules, including the automation of the Option 1 death payments procedure. The IT technical support staffprovided upgrades and new modules to the human resource personnel and payroll systems. Internal audits were completed on private equity partnerships, purchasing, retirement payroll, and administrative services. Field audits were performed on several reporting employers to ensure the accaraey of members' retirement benefit information. 
We created 2,895 new retiree files, 1,480 new DROP/ILSB participant accounts, and processed over 1,228 cost calculations for members. The Member Information Center (MIC) handled an average of 1,927 phone calls and 293 walk-ins per month. The imaging section of the Retirement Department scanned over 243,416 documents and almost 31,865 member files. More than 617,437 benefit payments totaling over $1,005,500,000 were made, including retiree benefit payments, DROP payments, end refunds of contributions. Our accounting staff posted over 87,000 updates to member records in their efforts to ensure benefit accuracy. One hundred and seventeen (117) workshops were conducted with approximately 5,329 members attending, in Addition more than 352 members attended seventeen (17) individual counseling sessions held throughout the state. 

With the expectation of our members being extremely high, all departments work diligently to provide new and improved services and benefits. INDEPENDENT AUDIT 

A Certificate of Achievement is valid for a period of only one year. We believe this current comprehensive annual financial report continues to meet the Certificate of Achievement program requirements, and we are submitting it to the GFOA to determine its eligibility for another certificate. 
1 o Teachers" Retirement System of Loulsiana 



Seclion This past year, TRSL again received civic awards for contributions made by our staffto the community. As a result of our donation of nearly $9,500 to the 2003 WalkAmcriea Campaign, the TRSL staff was recognized by the March of Dimes for making the largest donation per employee, and for donating the second largest total amount amOng all state agencies who participated. ACKNOWLEDGMENTS It is with great pride that we acknowledge and thank the staff for their dedication to the TRSL membership. We also thank the Board of Trustees who have courageously guided our efforts and provided the resources to do our jobs effectively. 
Sincerely, 
Bonita Brown Director Dana L. Vieknair Chief Financial Officer 
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PROFESSIONAL CONSULTANTS 
MEDICAL EXAMINERS Dr. l~cha~d Barroughs General Health System Foundation 8490 Picardy, Suite 200 A Baton Rouge, LA 70809 Anthony Ioppolo, M.D. Physicians Plaza I Suite 250 16777 Medical Center Drive BatonRonge, LA 70816 W, J. Laughlin, M.D. 7443 Picardy Avenue Baton Rouge, LA 70809 H. Guy Riche', Jr., M,D. Suite 319 929 Government Street Baton Rouge, LA 70802 Lawrence D, Wade, M.D Suite 1-C 3060 Valley Creek Drive Baton Rouge, LA 70808 INTERNATIONAL EQUITY ADVISORS Artisan Partners Limited Partnership 1000 N Waters Street Milwaukee, Wl 53202 New Star Institutional Managers. Limited 1 Knightsbridge Green London SWIX7NE TT International Inv. Management Martin House, 2rid Floor 5 Martin Lane London EC4R ODP LARGE CAP VALUE EQUITY Deutsche Bank Trust Co Global Assets - Retirement Services F O Box 2638 Church Street Station New York, NY 10272-0457 J. & W, Seligman & Company 100 Park Avenue 8th Floor Corporate Treasurers Dept. New York, NY 10017 

LARGE CAP VALUE EQUITY (Covtinued) LSV Asset Management One Freedom Valley Drive Oaks, PA 19456 UBS Global Asset Management UBS Tower One North Wacker Drive Chicago, IL 60606 MID CAP VALUE EQUITY ADVISORS Ariel Capital Management, Ine Suite 2900 200 East Randolph Drive Chicago, IL 60601 Valenzuela Capital Partners LLC Suite 508 1270 Avenue of the Americas New York, NY 10020 SMALL CAP VALUE EQUITY ADVISORS The Boston Company Asset Management, Inc. 13th Floor One Boston Place - 024-013A Boston, MA 02108-4402 Rothschild Asset Management Inc 1251 Avenue of the Alnerica~ New York, NY 10020 Systematic Financial Management; L.L.P. P O Box 23720 Newark, NJ 07189 LARGE CAP GROWTH EQUITY ADVISORS Atlanta Capital Management Company, L.L.C. Two Midtuwn Plaza Suite 1600 1349 Peachtree Street Atlanta, GA 30309 



LARGE CAP GROWTH EQUITY ADVISORS (Continued) Furman Selz Capital Management, LLC 230 Park Avenue New York, NY 10169 Goldman Sachs Asset Management P O Box 9059 Now York, NY 10087-9059 MID CAP GROWTH EQUITY ADVISORS FLA. Asset Management, LLC 39th Floor 590 Madison Avenue NewYork, NY 10022 Seneca CapRal Management LLC Suite 500 909 Montgomery Street San Francisco, CA 94133 SMALL CAP GROWTH EQUITY ADVISORS Deutsche Asset Management 1325 Avenue of the Americas New York, NY 10019 TCW Asset Management Company 865 South Figueroa Street Los Angeles, CA 90017 DOMESTIC FIXED INCOME ADVISORS Peregrine Capital Management, Inc 800 LaSaUe Avenue, Suite 1850 Mirmeapolis, MN 55402 Bane One Investment MEt. 1717 Main Street LLI Mail Code Tx-2424 Dallas, TX 75201 

PROFESSIONAL CONSULTANTS (Continued) 
HIGH YIELD FIXED INCOME ADVISORS Fountain Capital Management, L.L.C. Suite 220 10801 Mastin Boulevard Overland Park, KS 66210 Nieholas-Applogato Capital Management 29th Floor 600 West Broadway San Diego, CA 92101 Wellington Management Company, LIP P O Box 13694 Newark, NJ 01788-0694 SECTOR ROTATION FIXED INCOME ADVISORS Loemis, Sayles & Company, UP P O Box 3400-72 Boston, MA 02241-0472 Loomis, Sayles & Company, L.P 227 W. Monroe 60th Floor Chicago, IL 60606 MORTGAGE-BACKED FIXED INCOME ADVISOR TCW Asset Management Company 865 South Figueroa Street Los Angeles, CA 90017 GLOBAL FIXED INCOME ADVISORS Jttlius Baer Investment Management Inc. Boris MatEs House London, EC3A7Ne Brandywine Asset Management 3 Christina Centre, Suite 1200 Wilmington, DE 19801 EQUITY INDEX ADVISORS Harbor Capital Management Company, Inc. 125 Iiigh Street Boston, MA 02110-2701 

EQUITY INDEX ADVISORS (Continued) RhumbLine Advisors 30 Rowes Wharf Boston, MA 02110-3326 SECURITIES LENDING ADVISORS Bear S teal"l~ Suite 200 300 Crescent Cnua Dallas, TX 75201 Boston Global Advisors, Inc. Oliver Strnet Tower Suite 1700 125 High Street Boston, MA 02110-2704 Custodial Trust Company 101 Carnegie Center Princeton, NJ 08540-6231 Euso Brokers Inc. 871 Clare Lane York, PA 17402 GLOBAL CUSTODIAN Deutsche Bane Trust Co Global Assets - Retirement Services P O Box 2638 Church Street Station New York NY 10272-0457 INVESTMENT PERFORMANCE CONSULTANT Holbein Associates, Inc. Suite 901 15770 Dallas Parkway Dallas, TX 75248 
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Certificate of 
for Excellence in Financial Reporting Presented to 
Teachers' Retirement System of. Louisiana For its Cofaprehensive Annual Financial Report -, for the HscaI Year Ended June 30, 2002 A Certificate of Achievement for Excellence in Financial Repor~i~g is presented by.rite G0vernme~t Finance Officers Ass0~ia~o~ of the United Stat~ and Canada to govermnertt units and p~blic employee retirement systems whose comprehensive ammal financial ' reports (CAFRs) achieVe the highest ~ ': . .standards in goveri~a~t a~ounting and financial reporting. 
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Section SUMMARY OF 2002 - 2003 LEGISLATIVE ACTS The following is a brief synopsis of 2002-2003 legislative action which affects members of Teachers' Retirement System of Louisiana. A. TEACHERS, RETIREMENT SYSTEM OF LOUISIANA - TITLE 11 1. Act 559 of 2003 [Amends and reenacts R.S. 11:721.10B) and enacts R.S. ll:701(33(a)(xl)] This Act provides for membership in TRSL for the staff of the Louisiana Resource Center for Educators. (Effective July 27, 2003) 2. Act 605 of 2003 [Amends and reenacts ILS. 11:710(13)] This Act exempts a part-time rehired retiree currently working at the Louisiana High School Athletic Association from the return-to-work provisions. (Effective July 27, 2003) 3. Act 1117 of 2003 [Amends and reenacts R.S. 11:723.1011)1 This Act allows for the purchase of service credit on an actuarial basis for certain contract service by 12/31/2005 (Effective July 2, 2003) 4. Act 193 of 2003 [Amends and reenacts R.S. ll:783(A)(3)(a) and repeals R.S. 1 l:783(A)(3)(f)] This Act makes retirement eligibility for Initial Lump-Sum Benefit (ILSB) option as for DROP (Effective July 1, 2003) 5, Act 1999 of 2003[Amends and reenacts R.S. I 1:728(A)(4)] This Act allows relievers from 403(b) and 457 plans m purchase service credit and specifies that these relievers no longer be allowed after !2/31/2010 in aceordance with federal tax laws. (Effectively July 1, 2003) 6. Act 218 of 2003 [Amends and reenacts R.S.11:892] This Act clarifies that no further employee contributions are required once a member has reached 100% accrual. 
(Effective July 1, 2003) 7. Act 536 of 2003[Amends and reenacts 11:701(28), 723(A)(1), 728(A)(introductory paragraph) and (B)(1)(a)(ii), and 783(D)(1)(a)] This Act clarifies that retirement benefits are paid in advance; extends period of tim~ for notification of r~aining membership to 60 days after the date of employment; and clarifies that applications for purchase of service credit must be received and finalized before the date of retirement or beginning DROP. (Effective July 1, 2003) 

18 Teachers' Retirement ~stem of Louisiana 



SUMMARY OF 2002-2003 LEGISLATIVE ACTS (CONTINUED) 
Act 688 of 2003 [Amends and reenacts R.S. 11:822(E)] This Act changes the TRSL Board of Trustees election-voting period from 45 to 30 days, (See Act 820) Effective July 1, 2003) (Effective July 1, 2003) Act 689 of 2003[Amends and reenacts R.S. 11:77901)1 This Act adds benefits for certain minor children of deceased disability retirees (Effective July 1, 2003) 

10. Act 820 of 2003 [Amends and reenacts R.S. 11:822(E)] This Act changes the TRSL Board of Trustees eleotion voting period from 45 to 30 days. (See Act 688) (Effective July 1, 2003) B. 2003 LEGISLATION AFFECTING STATE AND STATEWIDE PUBLIC RETIREMENT SYSTEMS OR MORE THAN ONE RETIREMENT SYSTEM - TITLES 11,17 1. Act 640 of 2003 [Amends and reenacts R.S. 11:162(C)] This Act requires TRSL membership for part-time classroom teachers with at least five years of TRSL service credit. (Effective July 1, 2003) 2. Act 788 of 2003 [Enacts R~S. 11:263(F), 266.1, and 268] 

(Effective July 1, 2003) 3. Act 953 of 2003 [Amends and reenacts R.S. 11:124 and 181 to enact ILS. 11:183 through 185 and 553(18) This Act requires board members to complete certain education requirements eaoh calendar year and specifies that they will be treated as public employees for purposes of the Louisiana Code of Ethics. 4. Act 962 of 2003 [Amends and reenacts R.S. 11:449(C), 788(C), 1152(F)(3), 1312(H), 1456(F)(1), 1530(F)' 1763(F)(2), 1938(F)(2), 2178.1(C)(9)(a), 221(F)(2), and 2257(F)(2) and repeals R.S. 11"2221(G) and 2257(G)1 This Act requires DROP account funds for members who become eligible to participate in DROP on or at'for January 1, 2004, be invested in liquid asset money market accounts at the end of DROP Participation. 
(Effective January 1, 2004) 
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SUMMARY OF 2002-2003 LEGISLATIVE ACTS (CONTINUED) 5. Act 967 of 2003 [Amends and reenacts R.S. 11:201 through 309] 
This Act reestablishes the Commission on Public Retirement. (Effective July l, 2003) 6. Act 1177 of 2003 [Repeals Act 293 of the 1976 Regular Session} This Act specifics that TRSL and the Louisiana State Employees Retirement System (LASERS) are joint owners of the Louisiana Retirement Systems Building and surrounding property. (Effective July I, 2003) 

20 Teachers' Retlr~mem @stem of Lou~iana 



 
rnwoducta~. Sect~n PLAN SUMMARY 'reachers' Retirement System of Louisiana (the "System") was established August 1,1936, to provide members with a retirement allowance. On July 1,197 L the Orleans Teachers' Retirement Fund merged with the Teachers' Retirement System of Louisiana. On January 1,1979, members of the Louisiana State University Retirement System were transferred to either the Teachers' Retirement System of Louisiarm or the Louisiana State Employees' Retirement System. On July 1, 1983, the Louisiana School Lunch Employees* Retirement System was merged with this System. The Louisiana School Lunch Employees' Retirement System contained two plans: Plan A - for members who are employed by the school system and who are not covered by the Social Security system; and Plan B - for members who are employed by the school systern and who are covered by the Social Security system. BENEFIT PROVISIONS A. ELIGIBILITY REQUIREMENTS The System provides retirement bcnefite as v~ll as disability and survivor benefits, Five years of service credit is required to become vested for retirement, disability and survivor benefits, Those employees who meet the legal definition of a *'teacher" are eligible for membership. Louisiana Revised Statutes 11 ;701 (33)(a) states: "... any employee era city or parish school board, parish or city superintendent, or assistant superintendent of public schools, president, vice president, dean, teacher, guidance counseloi, or an unclassified employee at any state college or university or any vocational-technical school or mstitutiun or special school under the control of the State Board of Elementary and Secondary Education, or any educational institution supported by and under the control of the state or any parish schoolboard, full-time unclassified employees ofbnard$ created by Article VIII of the Constitution of Loinsiana Who became employed on or aRer July 1, 199 I, plovided that such persons employed on and after July 1, 1991, who are members of the Louisiana State Employees' Retirement System shall remain members of the Louisiana State Employees' Retirement System, the president and staff of the Louisiana Federation of Teachers who were members of the Teachers Retiremem System prior to such employment, the president or secretary and staffof the Louisiana Association of Educators, employees of the Teachers' Retirement System of Louisiana, provided that persons employed by the Teachers' Retirement System on and after July 1 ] 99 I. who are members of the Louisiana State Employees' Retirement System shall remain members of the Louisiana State Employees Retirement System, the director and staffofthe Associated Professional Educators of Louisiana, and the secretary and staffofthe Louisiar~ High School Athletic Association. For pnrposes hereof, staffperanunel involved in the administration of a health and welfare program fat the benefit of employees of a school board, which program is coordinated by the school board and a teacher association, and which staff peranunel are so designated by the school board, shall be considered to be employees of the school board provided that such employees were previously members of this system. In all cases of doubt, the board of trustees shall determine whether any person is a teacher withis the scope of the definition herein set forth." B. RETIREMENT BENEFITS A member who retires at or after a certain minimum age and years of service is entitled to a monthly retirement benefit payable for life el the joint lives of the member and beneficiary. The benefit formula to calculate the benefit is based on a percentage of the member's averagt salary for the thirty-six highest successive months. TEACHERS' REGULAR PLAN Service retirements are granted when the following eligibility requirements axe met: For persons who became members prior to July 1, 1999 Yeur~ .qervice Minimum A~e Formula Percentalze .. L 5 60 2.0% 20 Any Age 2.0% 25 55 2.5% 30 Any Age 2.5% 20 65 2.5% 
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Sectlon 
PLAN SUMMARY (Continued) For persons who become members on or after July 1, 1999 

TEACHERS' PLAN A 
5 20 25 30 
Years ~~rvice 5 25 30 

TEACHERS' PLAN B 
5 30 

6O Any Age 55 Any Age 
Minimum Atte 60 55 Any Age 

60 55 

2.5% 2,5% Actuarially reduced 2.5% 2.5% 
Formula Pereent~.~e 3% 3% 3% 

oEormula Percentggg 2% 2% 
C. DEFERRED RETIREMENT Any member with service credit of five or more years may cease covered employment, leave the accumulated contributions in the System and, upon reaching age sixty, receive a retirement allowance based on the credit he had at the time he ceased covered employment, 
D, DISABILITY BENEFITS A member is eligible for disability retirement after five years of creditable service and certification of disability by the State Medical Disability Board. TEACHERS' REGULAR PLAN (1) A member shall receive a retirement allowance upon retirement for disability. A factor of two and one-half percent shallha used in the computatien of the disability benefit. The maximum disability benefit cannot exceed fit'~y percent of the average final e~mpensation" However, the minimum disability benefit cannot be less than forty percent of the state minimum teaching salary or seventy-five percent of compensation, whichever is less. (2) No unused accumulated sick or ammal leave shall be used in the c~mputatien ~f disability all~wan~e unless the member was eligible t~ receive a service retirement allowance at the time of disability retirement. In addition to the benefits provided under Subsection A of this Section, if a disability retiree has a dependent minor child, he shall be paid an added benefit equal to fifty percent of his disability benefit for so long as he has a dependent minor child, and provided that the total benefit payable, including the minor child benefit, does not exceed seventy-five percent of average t'mal compensation. 
TEACHERS' PLAN A The eligibility requirements and provisions previously slated regarding disability benefits for Teachers' Regular Plan members also apply to Teachers' Plan A members except for percentages used in the formula to calculate the benefit. A member of Plan A receives one percent in the formula for the service credit received for years when he paid Social Security only. He receives three percent for each of the other years of service credit. 
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TEACHERS'PLAN B PLAN SUMMARY (Continued) 

E. SURVIVOR BENEFIT Survivor benefits are provided under all three plans for the deceased member's spoUSe and minor children when certain requirements such as years of service, marital status, etc., are met. Ira member dies, even aider retirement, eligible minor children shall receive benefits. TAX SHELTERING OF CONTRIBUTIONS 

OPTIONAL RETIREMENT PLAN In 1989, the I.,ouisiana Legislature established sn Optional Retirement Plan for academic employees of public institutions of higher education who are eligible for membership in the Teachers' Retirement System of Louisiana. The Optional Retirement Plan is a defined contribution plan that provides full and immediate vesting of all contributions submitted to the participating companies on behalf of the participants. Employees in eligible positions of higher education can make an in-evoeable election to participate in the Optional gegrement Plan rather than the Teachers' Retirement System of Louisiana and parehase annuity contracts for benefits payable at retirement. Louisiana Revised Statutes 11:921 through 11:931 required the Board of Trustees of Teachers' Retirement System of Louisiana to implement the Optional Retirement Plan by March 1, 1990, and the public institutions of higher education to implement the Optional Retirement plan on July 1, 1990. 
DEFERRED RETIREMENT OPTION PLAN 

INITIAL LUMP SUM BENEFIT (ILSB) The ILSB program became effective January 1, 1996. Under this program, a retiring member who had not participated in the Deferred Retirement Option Plan could select an ILSB altamative. This alternative provides the retiree with a one-time payment of up to thirty-six months of a regular maximum monthly retirement benefit in addition to a reduced regular monthly retirement benefit payable for life. 
EXCESS BENEFIT PLAN On January 1, 2000, Teachers' Retirement System of Louisiana established an Excess Benefit Plan. This plan is an unfunded, non-qualified plan intended to be a qualified excess benefit arrangement. It is designed to pay excess benefits to those members who retired July 1, 1988 or later. The excess benefit is the portion of their TRSL benefit that exceeds the maximum benefit allowed under Section 415 of the Intamal Revenue Code. 
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August 29, 2003 Independent Auditor's Report 

IvIembers of the Board of Trustees Teachers' Retirement System of Louisiana Baron Rouge, Louisiana Members of the Board 

L.P. flECEIVED i.EGii:~.'ii",~>.-' ,'I;~ TOR 03 OCT -3 PH 2:36 

We have audited the accompanying statements of plan net assets o f the Teachers' Retirement System of Louisiana Baton Rouge, Louisiana a component unit of the State of Louisiana, as of June 30, 2003 and June 30, 2002, and the related s~atements of changes in plan net assets for the years then ended. These financial statements are the responsibiliw of the Teachers' Retirement System of Louisiana's management. Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with auditing standards generally accepted in the United States of America and the standards applicable to fmancial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements axe free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Teachers' Retirement System of Louisiana as of June 30, 2003 and 2002, and the changes in its net assets for the years then ended in conformity with accounting principles generally accepted in the United States of America. 



 

AS described in Note B to the financial statements, the Teachers' Retirement System of Louisiana adopted the provisions of Governmental Accounting Standards Board Statement No. 34, "Basic Financial Statements and Management's Discussion and Analysis for State and Local Governments". In accordance with Government Auditing Standards, we have also issued a report dated August. 29, 2003, on our consideration of the Teachers' Retirement System of Louisiana's internal control over financial reporting and our tests of compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance with Government Auditing Standards and should be read in conjunction with this report in considering the results of our audit. Management's Discussion and Analysis and the Required Supplementary Information as listed in the Table of Contents are not a required part of the financial statements but are supplementary information required by the Governmental Accounting Standards Board. We have applied limited procedures, which consisted principally of inquiries of management regarding methods of measurement and presentation of the supplementary information. However, we did not audit the information and express no opinion on it. The accompanying financial information listed in the Table of Contents as Supporting Schedules, is presented for purposes of additional analysis and is not a required part of the basic financial statements of the Teachers' Retirements System of Louisiana. Such additional information has been subjected to the auditing procedures applied in our audits of the financial statements and, in our opinion, is fairly stated in alt materia/respects when considered ~n relation to the financial statements taken as a whole. Yours truly, 



Financial Section TEACHERS' RETIREMENT SYSTEM OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS The following is management's discussion and analysis of TRSL's financial per formance. This narrative overview and analysis helps to interpret the key elements of the financial statements, notes to the financial statements, required supplementary iaformatiun, and supporting schedules for the current year. 
The net assets held in trt~t decreased by $108 million, or 1 percent. The rate of return on the market valse of the System's investments was a positive 2.7 percent as compared to a negative 7.6 percent in 2002, The System's funded ratio decreased from 73.9 percent at June 30, 2002 to 68.9 percent as of June 30, 2003. The unfunded actuarial accrued liability incraased from $4.2 billion to $5.3 billion. Total benefit payments increased from $920.6 million in 2002 to $I .0 billion in 2003. 

The System's basic financial statements include the following: (1) statements of plan net assets, (2) statements of changes in plan net assets and (3) notes to the financial statements. This report also contains required supplemental information in addition to the basic financial statements. The statements of plan net assets reports the pension funds assets, liabilities, and resultant net assets held in trust for pension benefits. It discloses the financial position of the System as of June 30, 2003. and June 30, 2002, The statements of changes in plan net assets reports the results of the pension funds operations during the year disclosing the additions to and deductions from the plan net assets. It supports the change that has occurred to the prior year's net asset value on the statement of plan net assets. The notes to the financial statements provide additional information and insight that is essential to gaining a full understanding nfthe data provided in the statements. o Note A provides a general description of TRSL, information regarding employer and membership participation, and descriptions of the various plans offered. o Note B provides a summary of significant accounting policies and plan asset matters; including the basis of accounting; methods used to value investments, estimates, property and equipment; and budetary accounting methods and reclassifications. 0 0 0 0 0 0 

Note C provides information regarding member and employer conlribution requirements. Note D describes the System's investments and includes information regarding bank balances, security collateralizstion, and investment credit risk. Note E provides information regarding securities lending a-ansections. Note P describes the various types of derivative investments in which the System may invest. Note G provides information regarding any potential contingencies of TRSL. Note H inla-odnces the required supplementary information, Required supplementary information consists of two schedules and related notes concerning the funded status of the System. Supporting schedules include information on budgetary expenses, administrative expenses, investment expenses, Board compensation, building maintenance expenses, and payments to non-inveslrnent related consultants. 
TRSL provides retirement benefits to all eligible teachers, administrative support staff and school food service personnel, Employee contributions, employer contributions, and earnings on investments fund these benefits. Total 
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Financial S~llOa TEACHERS' RETIREMENT SYSTEM OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS 
net assets held in trust to pay pension benefits at June 30, 2003, is $10.5 billion, which is a 1 percent decrease from the $10.6 billion held in trust at June 30, 2002. 
Cash Receivables Investments (Fair Value) Invested Securities Leading Collateral Capital Assets Total Assets Accounts Payable And ether liabilities Securites lending collateral Total Liabilities Net Assets Held In Trust 
Additions to Plan Net Assets 

$ 7,808,257 307,062,509 10,376,121,923 3,536,684,192 
$ 38,505,718 304,071,355 10,509.900,097 3,127,751,681 5,11.8,~Q2 14,232,675,885 13,985,347,353 

175,314,083 3,536.684.192 229,101,621 . 3.127.751,681. 

Increase (Decrease) Percentage (8oyo) i% (1%) 13% (2%) 2% 
(23%) 13% .~,yl 1.998.275 3.356.853,30:~ 11% 

Additions to TRSL's plan net assets were derived from member and employer contributions and investment income. Member contributions increased $5,177,864 (2 percent) while employer onutributions increased $21,359,965 (5 percent). Since the employee contribution rate is established by law, the slight increase in member contributions is attributable to normal salary increases received by active members and to the purchase of permissible service credit by active members due to the provisions of the Economic Growth and Tax Relief Reconciliation Act of200l, The System's actuary and the Public Retirement SystemS' Actuarial Committee (PERSAC) adjust employer contributions annually. The employer rate remained at 13.1 percent for 2003; therefore the increase in employer contributions is attributable to the normal salary increases received by active members, and the addition of employer contributions that nosy must be remitted for retirees who return to work. The System also experienced a net investment gain of $221,365,576 as compared to a net investment loss of $948,670,459 in 2002. This is directly related to the rebound the financial markets have taken during the past fiscal year. 
Member Contributions Employer Contributions OILP Conu'ibutions Retained Net Investment Income (Loss) Other Operating Revenues Total 

$251,297~01 421,838,213 29,499,096 221,365,576 4,976,629 
2002 $246,119,537 400,478,248 27,196,232 (948,670,459) 1,787,~99 

Lll~rease (Decease) 
2% 5% 8% N/A 178% 
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Financial Section TEACHERS' RETIREMENT SYSTEM OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS 
Deductions from Plan Net Assets Deductions from plan net assets totaled $1,036,793,356 in fiscal year 2003, an increase of $83,405,754 over fiscal year 2002. For 2003 the major increase was attributable to the increase in benefit payments. Approxiraately 2,000 retirees were added to the payroll records. Not only did regular benefit payments increase, but DROP benefit payments also increased. A 1.6 percent cost-of-llvil~g-adjustment was granted to all eligible benefit recipients. A state law enacted in 1999 allows the retirement system to grant coSt-of-living-adjustments equal to the CP1-U percentage increase from the preceding year not to exceed 2 percent. The CPI-U increase for 2002 was 1.6 percent. To have been eligible for the cost of living increase a retiree must have been at least age 55 by July 1, 2002 and have been receiving a benefit for at least one year at July I, 2002, AdtoJnlstrative expenses increased 20 percent in 2003 as compared to 2002. The toajorivy of the increase is attributable to the one-year eentract with a firm to provide education to new members regarding a new Alternative Contribution Plan (ACP); which has been postponed indetinltely as it was found to provide less than adequate benefits for most metobers who would have been eligible to enter it. Salaries also played a part in the increase. Not only did we increase staff from 145 positions to 155 positionS, the Department of Civil Service adjt~ted the pay levels for all Retirement Benefit Analyst, Supervisors, and Administrators by one, or two levels which resulted in a 7 percent or 10.5 percent increase in pay for the affected employees. 

Retirement Benefits Refunds of Con~butions Administrative Expenses Other Operating Expenses Torzl 

200.~2 $1,003,327~53 22,287,120 10,688,003 49Q,Tg0 
$920,593,341 23,432,296 8,88~231 475,724 

(Decrease) ]~freentaee 9% (5%) 20% 3% 
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Financial Section TEACHERS' RETIREMENT SYSTEM OF LOUISIANA MANAGEMENT'S DISCUSSION AND ANALYSIS 
and the inability of the state to attract and retain graduates to the teaching profession have also contributed to the System incurring a plan experience loss. 

REQUESTS FOR INFORMATION Questions concerning any of the information provided herein, or requests for additional financial information should be addressed to Dana Vicknair, Chief Financial Officer, Teachers' RetiremC'nt System of Louisiana, P. O. Box 94123, Baton Rouge, Louisiana, 70804-9123. 
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Assets Cash and cash equivalents Receivables Member contributions Employer contributions ORP contributions retained Pending trades Accrued interest and dividends Other receivables Total receivables InvestmentS, at fair value Domestic bonds International bonds 

TEACHERS* RETIREMENT SYSTEM OF LOUISIANA STATEMENTS OF PLAN NET ASSETS AS OF JUNE 30, 2003 AND 2002 

Domestic comraon and preferred stocks International common and pl~.ferred stocks Domestic short-term investments Alternative investments Total investments Invested Securities Lending Collateral Collateral held under domestic securities lending program Collateral held under international securities lending program Total securities lending collateral Building, at cost, net of acenmul~/ed depreciation of $1,891,276 and $1,762,733 respectively Equipment, furniture and fixtures, at cost, net of accumulated depreei~/ion of $2,123,097 and $1,890,456 tespechvely Land Total assets Llabilltl~ Accounts payable BenefitS payable Refunds payable Pending trades payable Other liabilities Total Accounts Payable and Other Liabilities Securities Lending Collateral Obligations under domestic securities lending program Obligations under international securities lending progratn Total securities lending collateral 
Total liabilities 
Net assets held In trust for pension benefits (A schedule of fsndlng progress for the plan is presented on page 46.) 

See accompanying notes to financial statements. 

2003 
47,231,216 57,746,203 2,040,857 157,176,524 41,423,260 [ ,444,449 307~062,509 
1,704,534,901 416,432,668 4,468,939,880 1,033,655,198 434,080,034 ~2~ 18,479,242 10.376.121.923 
3,064,894~29 

2002 $ 38.505.718 
52,108,891 54,589,415 1,773,663 147,253,370 47,177,102 1.168.914 304,071,355 
1,902,126,260 472,011,350 4,586,782,472 1,075,238,305 470,234,146 2,003,507,564 10,509,900,097 
2,938,825,140 188,920,541 

3,240,290 3,291,565 900,324 858,390 937,121 889,816 14.232.675,885 13,985,347,353 
6,214,751 3,067,010 4,730,334 160,488,115 
3,064,894,429 471,789.763 ~3.536.6M.192 

7,089,866 2,067,335 4,191,545 214,835,778 917.097 229.101.621 
2,938,825,140 188.926.54! ~,127,751,681 
3.356.g53,302 
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Addltloss Contributions Member contributions Employer contributions Total contributions ORP contributions retained 

TEAClIERS* RETIREMENT SYSTEM OF LOUISIANA STATEMENTS OF CHANGES IN PLAN NET ASSETS FOR TIlE YEARS ENDED JUNE 30 2003 AND 2902 

investment income: From investment aefivilles Net appreciation (depreciation) in fair value of domestic investments Net appreciation (depreciation) in fair value of international investments Domestic interest International interest Domestic dividends International dividends Alternative investments income Commission rebate income Total investment income (loss) Investment activity expenses: International investment expenses Altemafivo investment expenses Custodian fees Performance consultant fees Trade cost analysis fees Advisor fees Total investment expeases Net income (loss) from investing activities From securities lending activities Securities lending income Securities lending expenses: Fixed Equity I ntematianal Total securities lending activities expenses Net income from securities lending activities Total net investment income (loss) Other operating revenues Total additions (deductions) Dednetinns Retirement benefits Refunds of contributions Administrative expenses Depreciation expense Total deductions Net increase (Decrease) Net assets held In trust for pension benefits Beginning of year End of year 
See accompanying notes to financial statements 

$ 251,297,401 $ 246,119,537 646.597,7~ 29,499,096 27,196,232 
(9,358,002) (1,141,008,157) (3,830,620) 120,i74,045 30,745,9,264 59,353,555 28,041,533 44,050,485 270,202.6]~ (2,530,171) (31,682,592) (8oo,ooo) (279,786) (40,000) (i9,283d22) f54.615.67i) 215,586,94~ 

(146,482,391) 141,728,180 32,004,011 64,226,682 23,023A99 137,200,613 i,649,282 (88%658,281) (2,618,482) (41.418,o46) (8o0,o00) (252,000) (40.000) (22,812.77~) . (67.941.303) (955,599,584) 
(9,749,608) (249,933) (824,60~) 5.778.633 22i.365.516 -- 4,976,629 928,~J6.9)5 
1,003,327,453 22,287,120 10,688,003 ,. 4~?,780 1.036.793,35fi 

(11,i04,163) (249,706) (2.677.010) l(l}4.030.879) , 6,929,i25 (948.670.459) 1,787,~ (273.088.943) 
920,593,341 23,432,296 8,886,231 475 734 

007,816,441) (I,226,476,545) i0.628.494,051 $1Q520.677.6i9 $10.628.494.051 
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$~eJJon TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS A. PLAN DESCRIPTION 1. MEMBERSHIP AND ADMINISTRATION The Teachers' Retirement System of Louisiana (the "System") is the administrator of a cost-sharing multiple-employer defined benefit pension plan established and provided for within Title 11, Chapter 2, of the Louisiana Revised Statutes. The System provides pension benefits to employees who meet the legal definition of a '*teacher." The System is considered part of the State of Louisiana's finnncial reporting entity and is included in the State's financial reports as a pension mast fund. The State of Louisiana issues general purpose financial statements, which include the activities in the accompanying financial statowents. The accon, ipanying statements present information only as to transactions of the program of the Teachers' Retirement System of Louisiana, as authorized by Louisiana Revised Statutes. In accordance with Louisiana Revised Statutes, the System is subject to certain elements of oversight: The Commission on Public Retirement reviews administration, benefits, investments, and funding of the public retirement systems. The operating budget of the System is subject only to budgetary oversight by the Legislature. Annual sworn statements on all financial transactions and the actuarial valuation nfthe System must be furnished to the Legislature at least thirty days before the beginning of each regular session. The legislative auditor is responsible for the procurement of audits for the public retirement system* and is authorized to contract with a licensed CPA for each audit. In June 1991, the Governmental Accounting Standards Board issued Statement No. 14, "The Financial Reporting Entity." The d~fmition of the reporting entity is based primarily on the notion of financial accountability. In determining financial accountability for legally separate Organizations, the System considered whether its officials appoint a voting majority of an organization's governing body and whether either they are able to impose their will on that organization or if there is a potemial for the organization to provide specific financial burdens to. or to impose specific fmansial burdens, on the System. The System determined there are no organizations that are fiscally dependent on it, and there are no component units of the System. At June 30, 2003, and 2002, the number of participating employers was: 
School Boards Colleges and Universities State Agencies Charter Schools Other Total 

200._~3 66 24 54 11 I~7 172 
200__7_2 66 24 54 11 !6 17t Membership of this plan consisted of the following at June 30, 2003, and 2002, the dates of the latest actuarial valuations: 

Retirees and beneficiaries receiving benefits Deferred Retirement Option Plan partieipants Terminated vested employees entitled to but not yet receiving benefits Terminated nonvested employees who have not withdrawn contributions Current active employees: Vested Nonvested Post Deferred Retirement Option Plan participants Total 

2003 50,903 2,722 5,720 7.852 57,081 27,877 

2OO2 49,053 5,103 624 10,881 58,274 26,592 
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Financial Sg~li~ 
TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) The System consists of three membership plans that require mandatory emnllment for all employees who meet the following eligibility requirements: TRSL Regular Plan - employees that meet the legal definition of a "teacher" in accordance with Louisiana Revised Statutes 11:701(23)(a). TRSL Plan A - employees paid with school food service funds in which the parish has withdrawn from Social Security coverage, TRSL Plan B - employees paid with school food service funds in which the parish has not withdrawn from Social Security coverage. These three membership plans are considered one pension plan for financial reporting purposes, All assets accumulated for the payment of benefits may legally be used to pay benefits to any of the plan members or beneficiaries, Teachers' Retirement System of Louisiana provides retirement, disability, and survivor benefits. Plan members become vested after five years ofcreditad service. Members applying for disability retirement must be in active service at the time of filing the application. The formula for annual maximum ~firement benefits is 2 or 2,5 percent (Regular Plan), 1 or 3 percent (Plan A), or 2 percent (Plan B) of Final average salary for each year of credited service. Final average salary is based upon the member's highest successive thirty-six months of sahry. Benefits are paid monthly for life. Ifa member leaves covered employment prior to vesting or dies prior to establishing eligibility for SUl~VOr benefits, aectmmlated member contributions are refunded. For a more detailed description of plan benefits, refer to the Plan Summary on page 21 of this report. In 1989, the state legislature established an Optional Retirement Plan (ORP) for academic employees of public institutions of higher education who are eligible for n~mberahip in the Teachers' Re~ement System of Louisiax~a. The ORP is a defined c~n~hnfi~n pemion plata which provides full and immediate vesting of all con~ibutinna submitted to the participating companies on behalf of the participants. Employees in eligible positions of higher education can make an irrevocable election to participate in the ORP rather than the Teachers' Retirement System of Louisiana and purchase annuity conlxacts for benefits payable at retirement. Louisiana Revised Statutes 11:921 through 11:931 required the Board of Trustees of Teachers' Refirem-ent System of Louisiana to implement the Optional l~tirement Plan no later than March 1, 1990, and the public institutions of higher education to implement their Optional Retirement Plan on July l, 1990. The 1995 Legislative Session amended the ORP to allow ORP participants who assume positions, other than as employees era public institution of higher education, ha position covered by Teachers' Re~ement System of Louisiana, to continue to participate in the OR.P. The member of participating employers is cun'ently 87. Current membership in the ORP is 17,183: In accordance with Louisiana Revised Statutes 11:927(B), the System retains 6351 percent of the 13.1 percent ORP employer contributions. The amount transferred to the carriers is the employer's portion of the normal eost contribution that has been determined by the Publie Retirement Systems' Actuarial Committee to be 6.749 percent. The member's contributions (8 percent) are transferred to the carriers in entirety less 0.1 percent which has been established by the Board of Trustees to cover the eost of administration and mahittmanee of the Optional Retirement Plml. The administrative fee may be adjusted by the Board should the cost of administering the plan increase in the future. The Deferred Retirement Option Plan (DROP) was implemented on July 1, 1992 with the passage of Louisiana Revised Starates 11:786 by the state legislature. When a member enters DROP, his status changes from active member to retiree, even though he continues to work at his regular job and draws his regular salary, in the original DROP, participation in the program could not exceed two years; however, the DROP was modified on lanuary 1, 1994, to allow for a three-year period of partieipat/on. During the DROP participation period, the retiree's retirement benefits are paid into a special account. The election is irrevocable once participation begins, interest at a rate equal to the realized return on the System's portfolio for that plan year as certified by the System actuary in his actuarial report, less one-halfofune percent will be credited after participation ends, At the time of retirement, the member must choose among available alternatives for the distribution of benefits which have accumulated in the DROP account, Effective January 1, 1996, the state legislature authorized the Teachers' Retirement System of Louisiana to establish an Initial Lump Sum Benefit (ILSB) program. ILSB is available to members who have not participated in DROP and who select the maximum benefit, option 2 benefit, option 3 benefit, or option 4 benefit. Thereafter, these members are ineligible to paaicipate in the DROP. The ILSB program provides both a one-time single sum payment of up to 36 months of a regular monthly retirement benefit and a reduced monthly retirement benefit for life. Interest credited and payments from the ILSB account are made in accordance with Louisiana Revised Statutes I 1:789(A)(1). 
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TEACHERS) RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) Louisiana Revised Statutes 11:945 established the Excess Benefit Plan as a separate, unfunded, nonqnalified plan under the provisions set forth in Louisiana Revised Statutes 11:946 and as a qualified governmental excess benefit arrangement, as defined in Section 415(m)(3) of the United States Internal Revenue Code. Effective July 1, 1999, an excess benefit participant who is receiving a benefit from this System is entitled to a monthly benefit under this plan in an amount equal to the lesser of either the participant's mtrestrieted benefit as defined in Louisiana Revised Statutes 11:701, less the maximum benefit, or the amount by which the participant's monthly benefit from this System has been reduced by the limitations of Louisiana Revised Statutes 11:784,1. A benefit payable under this plan is paid in the form and at the time it would have been paid as a monthly pension except for the limitations under Louisiana Revised Statutes 11:784.1 and Section 415 of the United States Internal Revenue Code. B. SUMMARY OF SIGNIHCANT ACCOUNTING POLICIES AND PLAN ASSET MATTERS 1. BASIS OF ACCOUNTING Teachers' Retirement System of Lunisiana's financial statements are prepared using the accrual basis of accounting, Revenues are recognized in the accounting period in which they are earned, and expenses are recognized in the period incurred. Member and employer contributions are recorded in the period the related salaries are earned, Purchases and sales of secnfitius are reflected on the t~ade date. Dividend income is recorded on the ex-dividend date. Interest income is recorded as earned on the accrual basis. State General Fund appropriations for supplemental benefits are recognized when drawn from the State Treasury. Administrative costs are funded through investment earnings and am subject to budgetary control by the Board of Trnstees, Benefits and refunds are recognized when due and payable in accordance with the terms of the System. Teachers' Retirement System of Louisiana has prepared its fmencial statements in accordance with accounting principles generally accepted in the United States of America, The System has implemented Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements - and Manngemant'g Discussion and Analysis - for State and Local Governments (Statement 34). Statement 34 primarily relates to presentation and disclosure requirements and had no monetary impact on the financial statements. Management's Discussion and Analysis has been included, as a result of the adoption. 2. ESTIMATES The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of additions to and deduction from plan net assets during the reporting period, Actual results could differ fromthese estimates. The Retirement System utilizes various investment inslruments, which, by nature, are exposed to a variety of risk levels and risk types, such as interest rate, credit and overall market volatility. Due to the level of risk associated with certain investment securities, it is reasonably possible that changes in the values of investment securities will occur in the near term and that such changes could materially affect the ansounta reported in the Statement of Plan Net Assets. 3. METHOD USED TO VALUE INVESTMENTS Investments are reported at fair value. Shert-term investments are reported at cost, which approximates fair value. Fair value is the market value on the last business day of the Iiscal year. Securities a'aded on a national or intematinnal exchange are valued at the last reported sales price at the current exchange rate. Securities purchased purSuant to agreements to resell are carried at the contract price, exclusive of interest, at which the securities will be sold, Co~porata bonds are valued based on yields currently available on comparable securities from issuers of similar credit ratings, Mortgage securities are valued on the basis of estimated future principal and interest payments and are discounted at prevailing Interest rates for similar instruments. The fair value of real estate investments is based on independent appraisals. Investments that do not have an established market are reported as estimated fair value. Other than investments in the U.S. government and U.S. government obligations, the System has no inveslments of more than five percent of the portfolio invested in any one corporation, nor does the System hold more than five percent of any corporation's outstanding stock. 4. PROPERTY AND EQUIPMENT Teachers'Retirement ~yszem of Lout:~laaa 39 
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Land, building, equipment, and furniture are carried at historical cost. Depreciation s computed using the straight-line method based upon useful lives of forty years for the building and three to ten years for equipment and furmture. 

TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) 5. BUDGETARY ACCOUNTING Self-generatnd revenues are budgeted for administrative expemus. State General Funds are appropriated for the purpose of paying supplementary benefits to retirees. The budgetary information for the yearS ended June 30, 2003 and 2002 includes the original Board of Trustees approved budget and appropriated State General Funds, as well as subsequent amendments as follows: 
2003 Original approved budget and appropriations AdmendmentS: Salaries Operating Expemes Professional Services Capitol Outlays 

__ 2002 Original approved budget and appropriations 6. ACCUMULATED .LEAVE 

StateGeneral Funds $6,865,667 

State General Funds 

Serf-Generated Reven~~ .T9~l $41,266,279 $48,131,946 700,030 70A39 (5,329,005) ~9,000 
SelFGeneramd Revenue__ 

700,030 70,439 (5,329,005) 40,000 

The employees of the System accumulate unlimited amounts of annual and sick leave at varying rates as established by state regulations. Upon resignation or retirement, unuSed annual leave of up to 300 hours is paid to employees at the employees' rate of pay. Upon retirement, unused annual leave in exce*s of 300 hours and sick leave are credited as earned service in computing retirement benefits. The liability for accrued annual leave of up to 300 hours is included in Other Liabilities. 7. RECLASSIFICATIONS Certain prior year amounts have been reclassified to conform with current year presentation. C. CONTRIBUTIONS 1, MEMBER CONTRIBUTIONS 
Plan TRSL Regular Plan TRSL Plan A TRSL Plan B 

2003 8,0% 9.1% 5,0% 
2OO.._22 8.0% 9A% 5.0% 
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Financial ,~ctlon 

TEACHERS' I~TIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) 2, EMPLOYER CONTRIBUTIONS Employer contribution rates are established under Louisiana Revised Statutes 11:885 by the Public Retirement Systems' Actuarial Committee. Rates for the years ended June 30, 2003, and 2002, are as follows: Plan % of Earned Conmensadno 2003 2002 TRSL Regular Plan 13.1% 13.1% TRSL PInnA 13.1% 13.1% TRSL Plan B 13.1% 13.1% Employer contributions arc collected from the employing agencies throughout the state and from the proceeds of taxes collected in the parishes and remitted by the respective parishes' sheriffs office. D. CASH AND CASH EQUIVALENTS, AND INVESTMENTS 1. CASII AND CASH EQUIVALENTS At June 30, 2003, the car~ing amount of the System's cash and cash equivalents was $7,808,257 and the bank balance was $7,752,492, which was covered by federal depository insuranc~ and/or by collateral held by the agents in the System's name. At June 30, 2003, the carrying araouot of the System's cash and cash equivalents was $38,505,7 i 8, and the bank balance was $40,077,31 l, which was covered by federal depository insuranCe and/or by collateral held by the agents in the System's name. 
2. INVESTMENTS All investments of the System are registered hi the Systsm's name or held by the custodialbank, or its intelmcdiaties, in the System's narr~ The System's inves~neuts at June 30, 2003, are categorized on the following page to glee an indication of the level of risk assumed by the entity, Category I includes investments that are insured or registered, or for which the securities are held by the System or its agent, in the System's name. Category 2 includes uninsured and unregislered investments for which the securities are held by the counterp~rty's trust department or agent in the System's name. Category 3 includes uninsured and unregistered investments for which the securities are held by the eounterpatty or its trust department or agent but not in the System's name. The categorization for the invesnneuts held at June 30, 2002 was the same as that shown on the following page for investments held at June 30, 2003: 



nvesffnents 
TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) 

Domestic bonds Not on aectn-ities loan Dorncsti,, common and preferred stocks Not on securities loan On securities loan for securities collateral or letters of credit International bonds Not on securities loan International common and preferred stocks Not on securities loan Subtotal Investments--Not Categorized Investments held by brokers-dealers under securities loans with cash collateral Domestic bonds Domestic conmlon stock International bonds International common stock Domestic money market funds Real estate investment trusts Mezzanine financing investments Private equity investments Total 

$1,164,640,472 
1,955,098,625 80,246,255 37,623,969 
940.674.133 

June 30,2003 CsrryingAmount (Fair Value) June 30, 2002 Carrying Amount (PairVaine)... 
$1,164,640,472 $ 1,288,301,120 
1,955,098,625 2,238,479,540 80,246,255 95,377,933 37,623,969 460,944,269 
4,178,283,454 
539,894,429 2,433,595,000 378,808,699 92,981,064 434,080,034 451,697,324 325,414,623 1,541.367.296 

906,697.002 4,989,799,864 
613.825,140 2,252,925,000 11,067,081 168,541,303 470,234,146 381,611,202 276,398o521 1,345,497,8~ $10.509.900.097 Louisiana Revised Statutes 11:263 authorizes the Board of Trustees to exercise the "prudent man" rule in managing the investments of the System and limits the investment in equities to 65 percent of the investment portfolio, The domestic and international investment advisors, employed by the Board of Trustees to manage the investments of the System, were given a policy statement that established a real return objective 0f3.9 percent above the Consumer Price Index, In addition to publicly traded equities, the System has entered into limited parmership agreements with several different strategies that invest in real estate properties, private equity, and mezzanine debt. By making these investments, Teachers' Retirement System of Louisiana is seeking to attain investment returns of 15 to 30 percent over a 10- to 12- year time fi-ame. The total initial commitments as of Jane 30, 2003, were $4,375,000,000 versus $4,415.000,000 as of June 30, 2002. The total amounts called for funding as of Jnae 30, 2003, were $3,280.096,924 versus $2,830~343,800 as of June 30, 2002. Tntal distributions received by the System from the limited partnerships were $1,062,445,239 as of June 30, 2003 and were $834,564,199 as of June 30, 2002. E. SECURITIES LENDING TRANSACTIONS State statutes and Board of Trustees policies permit the System to use the assets of the plan to enter into securities lending transactions-loans of secarities to broker~dealcrs and other entities for collateral with a simultaneous agreement to return the collateral for the same securities in the future. The System's domestic managers lend the platfs securities for cash collateral of 100 percent or other securities collateral of 
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102 percent. The System's global managers lend the plan's Securities for cash collateral or other securities collateral of 105 percent. Securities on loan at year-end for cash collateral are presented as uncategorized in the preceding schedule of eustedisl credit risk. Securities lent for securities collateral are classified according to the category for the collateral. At year-end, the System has no credit risk exposure to borrowers because the amounts the System owes the borrowers exceed the amounts the borrowers owe the System. TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) All securities loans can be terminated on demand by either the System or the borrower. The System cannot pledge or sdl securities collateral unless the borrower defaults. The reinvestment of cash collateral is done on an overnight basis or to term. Ia instances where a loan is for term, the reinvestment of the cash is matched to the maturity of the loan. Such matching existed at year-end. When investing in repncchase agreen'~nts, the collateral received will he a minimum of i 02 percent of the cash inverted. The System had no repurchase agreements for the years ended June 30, 2003, and 2002, rerpectively. F. DERIVATIVES During fiscal years 2003 and 2002, the System invested in asset/liability based derivatives such as interest-only strips, principal-ealy strips, coUateralized mortgage obligations (forms of mortgage-backed securities), options on futures, forward foreign exchange contracts, and futures. The System reviews market values of all securities on a monthly basis and prices are obtained from recognl2ed pricing sources. Derivative securities are held in part to maximize yields and in part to hedge against a rise in interest rates. 1. INTEREST.ONLY STRIPS AND PRINCIPAL-ONLY STRIPS Interest-only (IO) and principal-only (PO) strips are transactions that involve the separation of the interest and principal components of a securily, lnternst-only strips are based on cash flows from interest payments on underlying mortgages. Therefore, they are sensitive to prepayments of mortgages, which may result from a decline in interest rates. For example, if interest rates decline and homeowners refinance mortgages, thereby prepaying the mortgages underlying these securities, the cash flows from interest payments are reduced, and the value ofthase securities declines. Likewise. if homeowners pay on mortgages longer than anticipated, the cash flow's are greater, and the return on the initial investment would be higher than anticipated. Principal-only strips receive principal cash flows flora the underlying mortgages. In periods of rising interest rates, homeowners tend to make fewer mortgage prepayments. If actual prepayment rates arc lower than anticipated, the time remaining until the re~u~ ofprincipsl is increased. The later principal is paid, the lower the present value of the security. Conversely, higher prepayment rates return principal faster causing the PO to appreciate in market value. 2. COLLATERALIZED MORTGAGE OBLIGATIONS Collatel'alized mortgage obligations (CMO's) are bonds that are collateralized by whole loan mortgages, mortgage p~s-through securities, or stripped mortgage-backed securities. Income is derived from payments and prepayments of principal and interest generated from collateral mortgages. Cash flows are distributed to different investment classes or tranchns in accordance with that CMO's established payment order. Some CMO tranches have more stable cash flows relative to changes in interest rates than others that can be significantly sensitive to interest rate fluctuations. In a declining interest rate environment, some CMO's may be subject to a reduction in interert payments as a result of prepayments of mortgages which make up the collateral pool. Reduction in interest psyraents cause a decline in cash flows and, thus, a decline in market value of the CMO Security. Rising interest rates may cause an increase in interest payments, thus an increase in the value of the security. 3. OPTION ON FUTURES This is an option contract, the exercise of which results in the holder und writer of the option exchanging futures pnsitinn. The buyer era call or put option has unlimited profit potential with the risk limited to the premium paid for the option. The option seller accepts potentially unlimited risk in return for the option premium received. The option seller or buyer can terminate such exposure in a closing transaction. A position is offset by completing the opposite transaction with the same option. The option contracts may also be repurchased or closed by the System, at which time the asset or liability is removed, a realized gain or loss is recognized, and cash is paid on the amount repurehased or received on closing a contract. 4. FORWARD FOREIGN EXCHANGE CONTRACTS A carrensy forward is a contractual agreement between two parties to pay or receive specific amounts of foreign currency at a future date in exchange for another eun'ency at an agreed upon exchange rate. Forward commitroents are not standardized and navy counterpart'/risk. Forwards are usually transacted over-the-counter. These transactions are entered into in order to hedge risks from expestne to foreign 
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FInancia! Section currency rate fluctuation. They are entered into with the foreign exchange department of a bank located in a major money market. Recognition of realized gain or loss depends on whether the currency exchange rate has moved favorably or unfavorably to the contract holder upon termination of the contract, Prior to termination of the contract, the System records the unrealized translation gain or loss. 
5. FUTURES 

TEACHERS' RETIREMENT SYSTEM OF LOUISIANA NOTES TO THE FINANCIAL STATEMENTS (Continued) 
A futures contract is an agreement for delayed delivery of securities, currency, eomn~ities or money market inst~umen~ in which the seller agrees to make delivery at a specified future date afa specified instrument, at a specific price or yield. Upon entering into a futures contract, the System is required to pledge to the broker an amount of cash equal to a certain percentage oftha coutraetarr~tmt. The amount is known as the )'initial margin." Subsequent payments, known as "variation margin," are made by the System each day, depending on the daily flnetuntions in the value of the underlying security. Such variation margin is recorded as a realized gain or loss for financial statement 
The Systembuys and sells futures contracts for security hedging. Should exchange rates move unexpectedly, the Systemmay not achieve the anticipated benefits of the futures contract and may realize a loss. G. CONTINGENT LIABILITIES The System is a litigate in several lawsuits. Management of the System, on the advice of legal counsel, believes that such prOceedings and comingeneies will not have a material effect on the Systerct H. REQUIRED SUPPLEMENTARY INFORMATION In accordance with GASB 25, required supplementary information is presented on pages 46 through 48 
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Actuarial Valuation Date 06/30/98 06/30/99 06/30/00 06/30/01 06/30/02 06/30/03 

Actuarial Value of Assets (a) ,,, $ 9,071,749 10,092,093 11,368,692 12,062,136 12,019,552 11,826,926 

REQUIRED SUPPLEMENTARY INFORMATION SCHEDULE OF FUNDING PROGRESS (Dollar amounts in thousands) 
Actuarial Accrued Liability (AAL) (b) $13,185,190 13,913~416 14,596,441 15,390,417 16,263,239 17,173,256 

Unfunded AAL (UAAL)* $4,113,441 3,821,323 3,227,749 3,328,28 I 4,243,687 5,346,330 

Funded Ratio 68.8% 72.5% 77.9% 78.4% 73.9% 68.9% 

Covered Payroll (c) $2,485,058' 2,569,479 2,563,634 2,582,831 2,777,667 2,977,885 

UAAL as a Percentage of Covered Payroll ((~a)/e) 165.5% 148.7% 125.9% 128.9% 152.8% 179.5% 
The total actuarial accracd liability determined using the Projected Unit Credit cost method increased by $910,016,642 from June 30, 2002, to June 30, 2003. There was a net experience loss of $963,552,515 after aUocating $799,095,192 of deficit investment income to the Experience Account in accordance with Act 1031. 

*UAAL differs from the UFAL for funding purposes. UFAL for funding purposes excludes Mineral Revenue Audit and Settlement receipts, which is included in the Reconciliation of Unfunded Actuarial Liabilities on page 88. 

NOTE: Information on this page was provided by Hall Actuarial Assoeiales 
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REQUIRED SUPPLEMENTARY INFORMATION SCHEDULE OF EMPLOYER CONTRIBUTIONS 
Year Ended 4une 30 1997 1998 1999 2000 2001 2002 2003 

Annual Required Contribxtt tun $412,712,131 458,498,592 452,835,560 437,710,389 404,060,783 421,195,131 479,077,364 

NOTE: Information on this page was provided by Hall Actuarial Associates 

Percentage Cgp~rlbuted 99,5% 101,7% 108.5% 107.5% 110.2% 104.9% 98.0% 
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REQUIRED SUPPLEMENTARY INFORMATION NOTES TO THE SCHEDULES OF TREND INFORMATION 
The information presented in the required supplementary schedules was determined as part nfthe actuarial valuation at the date indicated. Additional information as of the latest actuarial valuation follows. 
Valuation date Actuarial cost method Amortization method 
Remaining amortization period Asset valuation method Actuarial assumptiom: Investment rate of return* Projected salary increases* Coat-of-living adjuslment~ 
*Includes inflation at 3% 

NOTE: Information on this page was provided by Hall Actuarial Associates 

June 30,2003 Projeeted UnitCredit Level percent closed 26 years 4-year weighted market average 
8.25% 535% --, 8.95% None 
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Revenues: Appropriatad: State general fund Self-generated Total revenues I~xpenseS: Salaries Travel expenses Operating services Supplies Professional services Custodian fees Performance consultant fees Trade cost analysis fees Advisor tees Other charges - state general fund Other charges - self.generstad Interagency transfers Total expenses Capital outlays Total expenses and capital outlays 

SCHEDULES OF BUDGETARY EXPENSES FOR Tile YEARS ENDED JUNE 30, 2003 AND 2002 
2003 

8 6,865,667 36,747,743 43,613,410 
7,625,192 446,135 3,083,657 176,676 1,449,140 880,000 279,786 40,000 21,951,214 6,865,667 46,200 42,924,966 

VARIANCE- FAVORABLE ACTUAL ~N~AVOI~BLE~ 
$ 6,424,440 
6,803,848 255,493 2,269,914 158,880 1,170,563 800,000 279,786 40,000 19,283,122 6,424,440 16,238 26,197 37.527,481 390,57"Z 

($441,227) . t5.254.125) _Ig.fgL3~) 
82t,344 189,642 813,743 17,796 278,577 80,000 0 0 2,668,092 441,227 30,962 56 092 5,397,475 297,877 5.695.352 

2002 VARIANCE FAVORABLE BUDGET ACTUAL ~NFAVORABLE} 
$ 6,334,320 40.349.161 
6,240,643 437,517 2,713,186 264,302 462,720 880,000 252,000 40,000 28,459,047 6,334,320 46,200 88 226 46,218,161 46fi83AS1 

$ 6,320,911 39.411.421 
6,050,749 208,765 2,180,323 254,891 307,930 800,000 252,000 40.000 22,812,775 6,320,911 25,452 19,6~fl 39,273,486 

$ (13,409) ~7.272,060) 
189,894 228,762 532,863 9,411 154,790 80,000 0 0 5,646,272 13,409 20,748 68,536 6,944,675 327~385 7.272.069_ 

NOTE: Custodian, performance consultant, trade cost analysis and advisor fees are listed on the Sehadule of Investment Expenses. All other expenses, with the exception of Other Charges.State General Fund, are listed on the Schedule of Administrative Expenses. 
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Supporting Scheffules 

SCHEDULES OF ADMINISTRATIVE EXPENSES FOR THE YEARS ENDED JUNE 30. 2003 AND 200Z 2003 . 2002 Salaries: Salaffes. regular $5,352.156 $4,758,052 Salaries - overtime 78,479 119,043 Salarle~ - termi~ati~ 1 g,834 5,826 Other compensation, w~ges: t~a~poraw 32,2S3 20,571 Other compensation, student labor 41,700 31,056 Other compensation - compensation of board members 19,350 22,200 Related benefits 1,261 ~046 1.095.20 [ Total salaries 6.803,848 6,050.74~ Travel expanses, ~492 Ogeratlil0 servlees~ Advertising 4,801 27,209 P~nting 107,354 215~ 197 Insurance 34,183 35,869 Maintenance - equipment 361,242 272,931 Rentals - building 543,302 429,198 Rentals - equipment 216,320 292,235 Rentals - off-site stor~Se 59,770 47,124 Dues and subscrip'~ions 43,017 38,287 Telephone 129,304 113,218 Postage 448,190 411,824 Bank service charges 103,048 104,728 Overtime heating and air coi~ditionin0 0 4,g60 Mail services 39,597 2 [ ,680 Mi~eel/aneous 2:~,460 4,~94 Total operating servie~ ,, 2.192,648 2.018,7[;4 Supplies 224,017. ProfeMIonal services; Accounting and ~,udltlng 42,100 37,580 Management and consulting 13.250 0 Afbecnative Contfibullon Plan 795.54/4 0 Graphic Web Desisn 18.668 0 Consulting Interior Dcslgn 6,403 O Lcsal 21,597 6g,337 Medical 25,219 19,081 Professional tminin0 9,810 I g,l 25 pnofessional Election Bxpense 80,323 54,g65 Actuarial 94,940 73,692 D~sa~tcr testing 30360 29,096 Profcsslonal Travel 2,055 378 Investigative services 28,394 3,28 I Design/annual ~port [61 945 Deaf int~qm:ter services 1 ..331 1.960 Total professional services h| 70,Sd3 "307.930 Other charges: Educational expense 15,188 13,554 System condoknc~ fund 50 300 Recruitment expen~ 0 I [,~ Total other ehaqges ~ 25,452 I nteragency transfers: Secretary of State - mic~film g,765 4,889 Departmcm of'Clvi[ Service 17,271 14,~32 Bureau of Vitel Statistics 161 ~69 Total intertgency transfers 26,1~)'~ 19,690 Total administrative expenses ~ 
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Investment activities expenses: International investment expenses Alternative investments expense Global custodian fees Performance consultant fees Trade cost Armlysis fees 

SCHEDULES OF INVESTMENT EXPENSES FOR THE YEARS ENDED JUNE 30, 2003 AND 2002 

Advisor fees Total investment activities expenses 
Securities lending activities expenses: Fixed Equity International Total securities lending activities expenses 

$ 2,530,171 31,682,592 800,000 279,786 40,000 19,283.122 $54.615.671 
$ 9,749,608 249,933 824.609 ~10.824.15~ 

$ 2,618~82 41,418,046 800,000 252,000 40,000 

$11,104,163 249,706 2.677.010 
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Sheryl R. Abshire Anne H. Baker William C. Baker, Ed.D. Jerry I. Baudin, Ph.D. Eula Beekwith Charles P. Bujol Sarah F. Cox Clyde F. l-Iamner Joyce Haynes Syble T. Jones, RD, LDN Lawrence J. Moody, Jr, Sheryl Sherlock Total compensation 

SCHEDULES OF BOARD COMPENSATION FOR THE YEARS ENDED JUNE 30, 2003 AND 2002 
2003 NUMBER OF MEETINGS 2002 NUMBER OF 
$ 1,725 1,800 1,725 1,800 1,650 1,575 1,650 975 1,650 1,800 1,350 

$ 1,875 2,100 1,800 2,100 1,650 2,100 1,875 1,350 1,725 1,875 1,950 
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SCHEDULES OF BUILDING MAINTENANCE EXPENSES FOR THE YEARS ENDED JUNE 30, 2003 AND 2002 
Building maintenance expenses: Property managerr~nt services Payroll expenses Heating and Air Landscape maintenance Custom program maintenance Elevator maintenance Equipment maintenance Water and sewerage Utilities Telephone Advertising Insurance Pest control Janitorial services Waste syStems Fire protection General repairs plumbing expenses Equipment repairs Electrical expenses Bank charges Window washing Uniform rental Miscellaneous operating services Security system Building and office supplies Landscape supplies Janitorial supplies Architect/engineering services/legal Total building maintenance expenses 
Capital outlays 

$ 11,700 62,739 43,486 13,374 0 1,655 0 4,385 120.417 2,940 0 4,476 Sl0 30,861 2,059 1,836 21,006 1,082 0 42,631 0 1,761 0 4,362 12,317 0 0 537 } 1,9o9 ~396.043 
~.22Ag 

$ 8,775 44,761 0 16,644 6,850 2,327 31,144 4,974 98,646 2,727 78 5,494 1,040 32,866 3,102 1,968 18,068 847 3,332 3,488 134 1,831 1)544 1,970 3,496 t )626 17 743 6 791 s~os.2s~ 

These costs are included in Operating Services Expenses, Rentals - Building, on the Schedules of Administrative Expenses. 
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SCHEDULES OF PAYMENTS TO NON-INVESTMENT RELATED CONSULTANTS FOR THE YEARS ENDED JUNE 30, 2003 AND 2002 
Accounting and auditing consultants Auditor Hawthorn, Waymouth & Carroll, L.L.P Medallion Consulting Management and consulting Speedware USA, Inc. Modiphyp Inc. Educational Technologies Legal Legal Consultant Jones, Day, Reavis and Pognc Law Offices of Randy P, Zinna Long Law Firm Avant & Falcon Investigative Responsibility Support Services lnc, Medical Medical Examiners Richard Burroughs, M.D. Anthony Ioppolo, M.D. W.J. Laughlin, M.D. H. Guy Riche', Jr., M.D. Lawrence D. Wade, M.D 
Professional Training Computer Training Element K Actuarial Actuary Hall Actuarial Associates Total 
A summary schedule of conmaissiom paid to brokers is shown on page 80 

20~3 $ 42.100 
827.458 
45,598 

25,219 

9,810 
94,940 

7002 $ 37,580 

68,337 

19,081 

18.125 
73.692 
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The Board of Trustees Teachers' Retirement System of Louisiana 8401 United Plaza Blvd. Baton Rouge, Louisiana 70809 
September 15, 2003 

For the year ending June 30th, the System achieved a 2.7% rate of return from assets. The fiscal year return achieved ranked at the 76th percentile of the Independent Consultants Cooperative Large Fund Universe. For the past five years, the System achieved a 2.6% annualized return 0.6% below the median return, and ranked at the 63rd percentile of the Large Fund Universe due to a lower allocation to the bond market which out performed the equity market by 9.1% per annum. The performance results were calculated using the guidelines listed in the AIMR Performance Presentation Standards. The total TRSL po~olio performance, 7.9%, exceeded the Total Fund objective of inflation plus 3,9% over the last 10 years. The total portfolio return exceeded the Consumer Price Index plus 3,9% by 1.6% for 10 years, however, was less than the actuarial growth rate of 8.3% by 0.4% over the last 10 years. The domestic equity performance has been excellent relative to benchmark results and peer group comparisons. Domestic equities returned 2.4% for 5 years and exceeded the S&P 500 Index by 4.0%. A rare occurrence is contained within the past sixty months: thirty consecutive months which make up the worst stock market in the past sixty years. The domestic portfolios were diversified into various equity styles including small, medium and large capitalization securities, The equity portfolios were further diversified into growth and value styles. The fixed income portfolios were diversified into government, corporate, mortgage-backed and high yield securities. It was the diversification away from government securities that produced poor relative to benchmark results and peer group comparisons. Domestic fixed income returned 5.4% for 5 years and trailed the Lehman Aggregate Index by and 2.1%. The credit sector made a substantial rebound this fiscal year; however, long-term performance still lags. The TRSL portfo/io is diversified into many investable markets, intruding 9.5% in international equity-and 3.8% in international fixed income. Over the past five years, the international equity return of -1.8% exceeded the MSCI EAFE Index by 2.2%, while the international bond return of 8.5% exceeded the Citibank World Government Bond Index ex-US by 2.2%. The System portfolio was also enhanced by diversification into opportunistic real estate, private equity, and mezzanine debt financing. These alternative investments offer exceptional expected long-term returns and enhance the overall diversification of the System portfolio, Over the last five fiscal years, the alternative investments produced realized and unrealized returns of 1.g% annualized, while reducing the overall volatility (risk) of the TRSL portfolio by 1.6%. Sincerely, 
Richard Holbein President 



INVESTMENT POLICY laveBhm~nt 
STATEMENT OF OBJECTIVES Financial objectives of the Teachers' Retirement System of Louisiana have been established in conj unction with a comprehensive review of the current and projected financial requirements of the System. The Board's investment objectives are to: (1) Protect the System's assets in real terms such that assets are preserved to provide benefits to participants and their beneficiaries. Real tercm shall be a measurement in current dollars that discounts inflationary increases in value as measured by the Consumer Price Index (CPI-U) seasonally adjusted. (2) Achleve irtvestment retUrnS sufticient to meet the actamrial assuraption necessary to improve the future sotmduess of the SYStem" This is defined as an investment return (current income pluS realized and nonrealizcd gains and losses) that is greater than the actuarial assumption. (3) Maximize the total rate of return on investments within prtaJent parameters ofrisk fur a retirement system of similar size and type" While there can be no complete assurance that these objectives will be realized, this investment policy is believed to provide a sound basis to successfully achieve System objectives. The desired investment objective is a long-term compound rate of return on the System's assets of 3,9 percent above the CPI, The Board realizes that market performance varies and that this return objective may not be meaningful during some periods. Accordingly, relative performance benchmarks for investment managers are set forth in the Control Procedures section on page . ASSET ALLOCATION GUIDELINES It shall be the policy of the System to invest the assets in accordance with the minimum and maximum range for each asset category as stated below: ASSETCATEGORY DomenlcStoek** IntamafionalS~~k To~lS~ek Domestic Bonds Global Bonds Hish Yeild Tolal Fixed Income Mezz~olne Real ~tst~ Private Equity Total Alternative *** Cash and ,Equivalents Total 

40% 
50% 9% 3% 
15% 3% 3% 4% 10% I% 

MAXIMUM 55% 



** The allocation objective of the U.S. Stock composite is the Russell 3000, which can be segregated into the following style targets and ranges. ** * To determine the asset allocation fur this asset category, only the ucmal amount invested, is applicable. However in no case shall total investments exceed the maximum without Board approval: _Equity Styl~ Large Cap Growth Large Cap Value Mid Cap Growth Mid Cap Value Small Cap Growth 8mall Cap Value 
M/nlmum 26% 26 7 7 7 7 

30% 30 10 10 I0 I0 
~aximlma 34% 34 13 13 13 13 The asset allocation ranges established by this investment policy represent a long-term p~rspsctive. As such, rapid unamicipated market shifts may cause the asset mix to fall outside the policy range. Any divergence from this allocation should be era short-termnatore. The director is responsible tbr ensuring that any such divergence is as brief as possible. Divergence in the portfolio equity cash reserves is of particular concern. I~ is the Board's policy that equity n~anager portfolios be fidly invested and that cash reserves, over time, should not exceed their 5 percent target. Managers have the discretion to deviate from the cash reserve target but will be accountable to the Board for justifying such action. Managers will be evaluated on the performance of the total portfolio, including cash. It is expected that all assets of the System will he managed in accordance with the Louisiana Revised Statutes. It is the policy of the Board, provided all investment factors are equal and within the limits of prudence, that investments in Louisiana securit/es are encouraged. In accordance with the Louisiana Revised Statutes, the System will invest at least 10 percent of total stock in equity indexing, not to exceed 6S percent. The index portfolio(s) shall be invested in indices that seek either to replicate or to enhance a particular index. The index portfolio(s) may be invested in a variety of equity capitalization ranges and could be invested in either domestic or international equity. In addition to direct investment in individual securities, mutual funds and pooled asset portfolios are acceptable investment vehicles. PORTFOLIO {2UIDELINES FIXED INCOME GUIDELINES FOR DOMESTIC MANAGERS Investments in fixed income securities shall be high quality marketable securities meeting one or mon~ of the fallowing criteria: (I) All U.S. Treasury, federal agencies, and U.S. Govemmem guaranteed obligations. {2) Corporate bunds, debentures, notes, asset-backed securities, and equipment float certificates rated Ban3 ur BBB. or higher (investment grade) by Moody's or Standard & Pones (includes split-rated bends). (3) Mortgage securities will be limited to: psss-thrungha, ~nllatemlized mortgage obligations, adjustable rate mortgages, commercial mortgage-backed securities, and other mortgage securities deemed prudent by the investment manager. The use of interest-only strips and principal-only strips may not exc~d 10 percent of the portfolio. (4) Municipal bonds rated Baa3 or BBB- or higher may not exceed 20 percent of the market value of the bond portfolio. (S) Positions in any one issuer of corporate or municipal securities are not to exceed 5 percent of the market value of the bend portfolio, measured at the time ofpnrchase. (6) Holdings oflndividual issues are to be of sutIieient size to accommodate easy liquidation. (7) Private placements (including Rule 144As) may be held, provided that holdings do not exceed 25 percent of the market value of the bond portfolio. High-yield portfolios and Mezzanine Limited Partnerships are excluded from this restriction. 
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INVESTMENT POLICY (Continued) 
(8) Debt obligations of foreign governments, corporations, and supranational issued outside the US (Eurobond$ and Non US Dollar Bonds) may be held by investment managers, (9) Highyie~dp~rtf~~i~saret~beinv~stedindebtsecurities(inc~uding~~nvertib~e~)rat~dfr~mBa~ to Caa (Moody's rating) or BB+ to CCC (Standard & Pour's rating) and in unrated securities determined to be of comparable quality by the manager. Uurated securities and securities rated Caa, CCC or below shall not exceed 20% of the market value oftbe portfolio. (10) High yield portfolios are subject to the criteria in parngmphs (5) and (6) with bond rating modified according to paragraph (9). (11) Investment grade fixed income portfolios are to be invested in fixed income securities pursuant to paragraphs (1), (2), (3), (4), (5) and (6) above, except that all securities, at the time of purchase, shall be investment grade. If a security is downgraded below investment grade, the investment manager will work to seek the best resolution over time to such downgrade. (12) Investment grade fixed income portfolios shall not invest in mortgage-hacked inverse floaters, interest-unly, principal-only strips or highly volatile less liquid trenches. (13) Investment grade fixed income portfolios may invest in debt obligations of foreign governments, corporationS and supranationals issued in the United States and are dollar denominated (Yankee) securities. Aggregate weighting oftbese securities shall be limited to 10% of the market value of the portfolio. FIXED INCOME GUIDELINES FOR APPROVED GLOBAL FIXED INCOME MANAGER(S) Guidelines (1) through (7) for Fixed Income Guidelines for Domestic Managers ",vii! apply with the following additional guidelines (1) The debt of countries, foreign and domestic agencies, foreign and domestic coxporations, and supranational entities are aeceplable for investment. The manager should consider the creditworthiness and the liquidity of a potential security before making an investment. The manager should also review whether the custodian has a subcnstodian within a particular country befot~ considering an investment, (2) 
(3) 
Portfolio weightings in countries represented in the Salomon Brothers Non-US World Government Bond Index, including cash, may range from 0 percent to 100 percent of the portfolio. Portfolio weightings in countries not represented in the Salnrunn Brothels Non-US World Government Bond Index, including cash, may not, in aggregate, exceed 40 percent of the portfolio market value without Board approval. However, practical consideration should be given to liquidity and marketability of issues, particularly within nonmajor and emerging markets. (4) Quality ratings for corporate debt shall be consistent with those stated in item (2) of the Fixed Income Guidelines for Domestic Managers, (5) Permitted hedge vehicles for currency exposure management am as follows (a) Forward Foreign Exchange Contracts (b) Currency Futures Contracts (c) Options on C'~ency Futures Contyaets (d) Options on Spot Omencies (6) Net short foreign currency positions may not be taken in this portfolio. 



(2) Investment managers may invest up to 10 percent of the porffolio's market value in domestic equity securities. This flem~oility should be viewed by the manager as an opportunistic or defensive mechanism rather than a normal position, (3) N~ single indns~ gr~up sha~ c~nstitute m~t~ than 2 ~ pereent ~f the ~r~i~'s mark~t v~lue ~r i~s ~quiva~ent re~resenta~n in th~ EAFE Index, whichever is more, without prior Board approval (4) No individual security shall constitute more than 10 pereent of the portfolio's market value (5) Cash held by the manager may be in U.S. dollars or foreign currencies of the managers' choice (6) Residual currency exposures of the underlying international equity portfolio may be actively managed by the investment manager. If actively managed, the objectives of the foreign exchange exposure management, within the international equity porlfolio, are to: (a) Add value by increasing total returns and reducing volatility of returns through hedging and cross-hedging activities. (b) Avoid currency losses in periods of an appreciating U.S. dollas (7) Permitted Equity Investments 
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INVESTMENT POLICY (Continued) (a) Equity managers are to confine investments to common stocks and securities that are directly convertible or exercisable into corrunon stocks, including ADR's and GDR's. (b) Use of derivatives such as options, warrants, und futeres to establish unleveraged long positions in equity matkets is pennissible. (e) Currency options contracts may be exchange traded or over-the-counter (OTC) traded in the interbank market. Additional instruments, such as swaps, or other derivatives, maybe used if the risk/return trade-offis perceivedby the manager te be suitable and competitive with the above-stated hedge vehicles. (d) International equity managers may invest up to 10 percent of the portfolio in Rule 144A securities. (8) Permitted hedge vehicles for currency exposure management are as follows: (a) Forward Foreign Exchange Contracts (b) Currency Futures Contracts (c) Options on Currency Futures Contracts (d) Options on Spot Currencies (9) Net short foreign currency positions may not be taken in this portfolio. MANAGER CASH GUIDELINES The System expects manager cash position to be kept to a minimum and adhere to the following: (1) Equity manager's cash shall not constitute more than 5 percent oftbe market value of the manager's portfolio without prior Board approval. (2) The manager's cash will be swept daily into a STIF account by the custodian, (3) STIF deposit accounts at foreign subeustediao banks ate allowed only for the global and international managers. RESTRICTED INVESTMENTS Categories of investments that ate not eligible inehide: (1) Use of margin or leverage (except limited partnerships), (2) Short sales of securities. (3) Investments in conmaodities or commodity contracts, (4) Direct loans or extending lines of credit to any interested party, (5) Letter stock. (6) Urtregistered securities (except 144A securities and limited partnerships). With Board approval, global managerS may use fmancial-futoras conttaets and options thereon, curreney-forwasd contracts and options thereon, and options on physical securities and currencies. Also for these managers, initial and variation margin on financial futures and related options are allowed. DIVERSIFICATION Investments shall be diversified with the intent to minimize the risk of large losses to the System. The total portfolio will be constructed and nkaintaiued to provide prudent diversification through equity, fixed income, real estate, and alternative investments. 



 
INVESTMENT POLICY (Continued) VOLATILITY Consistent with the desire for adequate diversification, it is expected that the volatility of the System's total portfolio will be similar to that of the market. It is expected that the volatility of the total portfolio, in aggregate, will be reasonably close to the volatility era conmutment- weighted composite of market indices (e.g., Russell 3000 Index for stocks and Lehman Brothers Aggregate Bond Index for bonds, etc). 

LIQUIDITY NEEDS It is expected that contributiom will exceed benefit payments for the foreseeable future. Therefore, there is no present need for investment managers to maintain liquid reserves for payment of retirement benefits. PROXY VOTING It shall be the policy of the System to allow the investment manager to vote all proxies. Nevertheless, each invesmaent manager is required to advise the Board on any issues that sbeuld require special consid~afiun. EXECUTION OF SECURITIES TRADES The System expects the purchase and sale o f securities to be directed through brokerage firms offering the best price and execution. Orders shall be placed through Louisiana brokerage firms whenever th~y can provide total transaction costs equivalent to or below the lowest non- Louisiana brokerage firm. ALTERNATIVE INVESTMENT GUIDELINES In recognition of the increasing opportunities in today's and tomorrow's investment universe, the Board may consider the following representative investment vehicles: (a) Real Estate (b) Private Eqity (e) Options (d) Derivatives (Futures, Swaps, etc.) The system shall diversify its interests in alternative investments by investing in various classes, geographic regions, and vintage years. The system will wbenever possible, obtain a seat on the edvisory board of each investment. Staff and/or board members review investngT~tS at limited partnership annual meetings. Smffand/or Board members attend Advisory Committee meetings and/or annual meetings. The Board, when appropriate, will adopt objectives, rules, and guidelines necessary to adequately monitor the performance of the assets committed to the above investment vehicles. Upon Board approval, these oh] ectives, rules, and guidelines will be added to the investment policy. SECURITIES LENDING GUIDELINES The system may engage in the lending of securities subject to the following guidelines: (1) Collateral on loans is set at a minimum 102 perCent of the market value of the security plus accrued interest. (2) Collateral on loans ofintematioual securitins is set at a minimom 105 Percent ~f the market val~ ~fthe securlty plus aecrt~d interest" (3) Securities of the System arc not released until the custodian bank receives psyment for the book-entry withdrawal of the loaned security, (4) Funds from the lending of securities accrue to the System's account and not to investment manager's since they would not be involved in the process, (5) The System's Investment Department may engage in the lending of all applicable securities 
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INVESTMENT POLICY (Continued) 
Cash and cash equivalents include daily cash balances above day-tc>-day needs and funds set aside for portfolio strategy reasons. Short-term securities managed by the System's Investment Department are subject to the approval of the director in accordance with the guidelines and res~ietions set forth by the Board. Short-term investments may be invested in: (1) U.S. Treasury bills, other issues of the U.S. government, issues of federal agencies, and government-sponsored enterprises with a maturity of one year or less. (2) Repurchase agreements collateralized by U.S. Treasury or agency securities subject to the market value of collateral, including accrued interest, meeting at least 100 percent of the amount of their purchase agreement. (3) C~mroereia~peperratedP-~byM~udy*sorA-~byStandard&~nnr'sundhavingasein~rb~ndra~in~fA/Aorbetter. Nosingle issue may exceed 10 percent of outstanding short-term obligations. The maximum maturity will be 90 days. (4) Certificates of deposit limited to Louisiana banks, savings and loana, artd credit unions provided that: (a) Maximum amount in any one bank will be limited to $1 million. (b) All deposits in excess of federal insurance limits shall be eollateralized subject to the same rules and regulations in effect for certificates of deposit placed by the Louisiana Department of the Treasury. (c) Maximum amount limited to 5 percent ofeapitalization. (d) Maximum maturity is 366 days. (5) Money market funds adhering to restrictions (1) through (4) above. (6) Issues of commercial debt market with maturities of one year or less and having a rating of A or better. The obligations of any single issuer may not exceed 10 percent of the total outstanding short-term obligations of the System. 

All maj or liability assumptions regarding number of Plan participants, payroll, benefit levels, and actuarial assumptions will be subject to an annual review. This review wiU focus on an analysis of the major differences between the System's assumptions and actual experience. 
The achievement of investment objectives will be reviewed on an annual basis. This review will focuS on the continued feasfuflity of achieving the investment objectives and the appropriateness of the investment puiiey for achieving these objectives. It is not expected that the investment policy will change frequently. In particular, short-term changes in the financial markets should not require an adjustment to the InveSlment Policy. 
The Board will require each investmem manager to report monthly in a manner agreed upon by the Board, staff, consultant, and n-anager, The Board will meet at least annually, and preferably more frequently, with its investment managers and consultants. Additionally, with or without the investment managers, the Board will review investment results at least quarterly. These reviews will focus on: (1) Manager adherence to the policy guidelines. 
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INVESTMENT SUMMARY AS OF JUNE 30, 2003 AND 2002 

Domestic bonds: U S Treasury & Government Agency securities Corporate bonds Miscellaneous bonds Total domestic bonds International bonds Domestic stocks:* Common Preferred Total domestic stocks International stocks* Common Preferred Total international stocks Domestic shorbterm investmentS Alternative investments: Private equity investments Real estate investments Mezzanine financing investments Total alternative investments Total investments 

FAIR VALUE 
$ 464,328,392 873,438,893 366,767,616 1.704.534.901 

JUNE 30.2g02 % TOTAL % TOTAl., FAIR FAIR FAIR vALUE VALUE VAJ~E 
4.475% 8.418% 3.535% 1~A28% 
$ 562,512,466 823,039,313 516.574.481 _..]...902.126.260 

5.352% 7.831% 4.915% 
416,432.6(d, 4.013% ~  4,4PI% 
4,460,991,355 7,948~2~ _..~4468,939,88Q 
1,022,419,898 11,235.300 1.033,655.198 

42.993% 4,582,552,778 0,077o& 4,229.694 4~,070% _.~86,782,472 
9.854% 1,070,124,499 0.108% 5.113.806 91~62% ],075,238,305 

43.602% ,,Or~0% 
10.182% ~..0.049% 

434,0~0,034 4. 183~_ 470,234,146 4.474% 
1,541,367,296 451,697,323 325,414~623 ,, 2.318.479.242 

14.855% 4.353% . 3.136~~ j22.344% 
1,345,497,84t 381,611,202 270,~9g,521 12.802% 3.631% 2.631V~ ~9,064% 

* The index portfolio at June 30, 2003 is $687.6 million which is 12.5% of total equity which has a market value of $5,502.6 billion. 



TEACHERS' RETIREMENT BYETEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2000 LARGEST DOMESTIC BOND HOLDINGS (BY FAIRVALUE) 

US TREASURY & GOVERNMENT AGENCY SECURITIES FEDERAL NATIONAL MORTGAGE ASSOCIATION U S TREASURY BONUS FEDERAL NATIONAL MORTGAGE ASSOCIATION U S TREASURY BONDS U B TREASURY NOTE U S TREASURY NOTE FEDERAL HOME LOAN MORTGAGE CORPORATION FEDERAL NATIONAL MORTGAGE ASSOCIATION MTN FEDERAL HOME LOAN BANKS STUDENT LOAN MKTG ASSOCIATION STUDENT LOAN MKTG ASSOCIATION FEDERAL NATIONAL MORTGAGE ASSOCIATION DISC U S TREASURY NOTE U S TREASURY NOTE U S TREASURY BONDS FEDERAL NATIONAL MORTGAGE ASSOCIATION DISC U S TREASURY BONDS SMALL BUSINESS ADMINISTRATION U S TREASURY NOTE FEDERAL HOME LOAN MORTGAGE CORPORATION FEDERAL NATIONAL MORTGAGE ASSOCIATION DISC FEDERAL NATIONAL MORTGAGE ASSOCIATION DiSC U S TREASURY STRIP GOVERNMENT NATIONAL MORTGAGE ASSOCIATION GOVERNMENT NATIONAL MORTGAGE ASSOCIATION POOL CORPORATE BONDS ALTER BARGE CANAL BARGE INC REINAUER MARITIME CO LLC ALLIED WASTE NORTH PECO ENERGY ECHOSTAR DBS CORP DIRECTV HOLDINGS/FINANCE tLLINOIS POWER PUBLIC SVC NEW HAMPSHIRE CITGO PETROLEUM FARMERS EXCHANGE CAPITAL CONSUMERS ENDG LLC GENERAL AMERICAN TRANS MTN BE ARGOSY GAMING CO AMERICAN TOWER SYS CORP USX TRANSN INC BURLINGTON NORTHN SANTA FE CP HOUGHTON MIFFLIN GEORGIA PACIFIC CP NEXTEL COMM STEP UP RELIANT ENERGY LSE CONTINENTAL AIRLINES CROWN CASTLE INTERNATIONAL ALBRITTON COMMUNICATIONS CORP CENTRAL GARDEN & PET CO 

COUPON RATE 
0.000% 5.250% 0,O60% 5,250% 6,250% 3.500% 0.500% 2.030% 2,040% 2,050% 2,125% 6,375% 5.500% 3.250% 6,125% 6.500% o,OOO% 6 340% 2,260% 6,500% 0,000% 3.875% 0.000% 6.500% 0.000% 
6.000% 5.675% 5.875% 10.000% 7,625% 9.375% 6.375% 5.650% 5.730% 11.375% 7,050% 3,600% 6.670% 10,750% 9.375% 6.400% 6,727% 9,875% 9.375% 0,000% 3.840% 7,266% 10.750% 7.750% 9.125% 

MATURITY DATE 
09124/03 11115/28 01/09/04 02/15129 05/15/30 11115/00 11/01/32 04t26/05 01114/05 O4/25/O5 04125/05 00115/07 02/16/06 08/15/07 08/16/29 08/01117 08115/13 06/01/21 07/31/04 03/01/32 03/26/94 09/01/33 08/15/14 05/15/33 06115/33 
03/01/26 11114/25 11 ,'30/26 08/01106 03/01t10 02/01/09 O3t15/13 12,'25/10 11/01/10 02~)1tll 07115/28 04/20/08 11/14/03 06/01/09 02/01/09 04/15/13 07115/22 02/01113 02/01113 10/31/07 O3/15/07 03116/20 08/01/11 12/15/12 02/01113 

PAR VALUE 
$42,580,000 29,B50,000 27,500,500 17,225,000 14,616,000 17,000.000 16,367,996 16,000,9O0 15,000,000 14,500,500 14.000.000 18,150,000 10,730,000 11,400,000 0,700,000 11,328,520 7.950,050 9.418,759 10,230,000 6,849.620 9,050,9O0 B,500,000 12,000,050 6,999,306 7,500,000 
$9,388,000 9,400,9O0 9,400,0O3 7,725.000 5,500,9O0 5,000,060 6,340,000 5,000,000 5.000,000 4,7~0.500 5,580,000 4,821,144 5,060,000 4.355,000 4,735,000 4,500,000 3,9O5.245 4,030.000 3,69O,060 4,140,000 4,153,421 4,144,994 3,746,000 3,950,000 3,320,000 

$42,482,006 32,489,859 27,436,342 16,783,324 18.195.676 17,919,020 17,248,250 16,040,950 15,004,660 14,543.355 14,009.560 12,863,690 12,226,674 11,898,750 11,852.236 11,768,135 11,552.384 10,534,316 10,361,046 9,209,652 6,983,935 6,102,600 7,615,920 7,303,336 7,150,316 
$10,498,507 10,455,534 10,416,140 8,207,813 6,092,100 5,971,060 6,054,160 5,621,750 5,512,550 5,240,500 4,997,161 4,971,660 4,662,800 4.779.676 4,758,675 4,604.780 4,539.652 4,372,550 4,288,725 4,284,900 4,283,340 4,101,060 4.082,050 4,075,375 4,068,300 



DESCRIPTION 

TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST DOMEbTI'IC BOND HOLDINGS (BY FAIR VALUE) 

MISCELLANEOUS BONDS CSFB MORTGAGE SEC FEDERAL HOME LOAN MORTGAGE CORPORATION REMIG SERIES FEDERAL HOME LOAN MORTGAGE CORPORATION REMIC SERIES FEDERAL HOME LOAN MORTGAGE CORPORATION SERIES C SMALL BUSINESS ASSOCIATION WASHINGTON MUTUAL SMALL BUSINESS ASSOCIATION SMALL BUSINESS ASSOCIATION MASTR ASSET SECURITIZATION TR FEDERAL HOME LOAN MORTGAGE CORPORATION REMIC SERIES FEDERAL HOME LOAN MORTGAGE CORPORATION REMIC SERIES GOVERNMENT NATIONAL MORTGAGAE ASSOCIATION REMIC TRUST BA MORTGAGE SECS INS GOVERNMENT NATIONAL MORTGAGE ASSOCIATION FEDERAL HOME LOAM MORTGAGE CORPORATION REMIC SERIES SMALL BUS ADMIN GTD DEV FrC GOVERNMENT NATIONAL MORTGAGAE ASSOCIATION REMiC TRUST COUNTRYWIDE FUNDING CO CHASE MORTGAGE FIN CO GOVERNMENT NATIOHAL MORTGAGE ASSOCIATION PP&L TRANSITION BOND RESIDENTIAL FDG MORTGAGE SECS FEDERAL NATIONAL MORTGAGE ASSOCIATION FEDERAL HOME LOAN MORTGAGE CORPORATION REMiC SERIES GOVERNMENT NATIONAL MORTGAGE ASSOCIATION 

COUPON RATE 
5,500% 8,5OO% 5.250% 5,5OO% 5,780% 6.750% 5,760% 5,340% 5,500% 5.250% 6.000% 5,481% 7,250% 4.691% 0.000% 5.950% 0.000% 6,750% 7.250~ 7,500% 7,150% 6,750% 8000% 8,000% 2.856% 

MATURITY DATE 
03~25/32 07115/28 08/16/27 08/15/27 12/01/21 12/26/31 10/01/21 11/01/21 07/25/33 16/16/26 02J15/29 11/16/15 09/25/29 06/16/16 61/15/32 02/01119 11116/18 05/25/24 02/25130 O2/20/27 06/25/O9 05/25/28 07125122 07/15/14 02/16/20 

PARVALUE FAIR VALUE 
$13,117,938 12,470A56 12,000,000 12,000,000 9,364,463 9,606,565 9,218,688 9,207,107 9,686,000 9,658,251 9,130,000 5,590,813 8,862,367 8,251,029 7,OOO,0OO 7,751,500 8,104,313 7,594,297 7,228,977 6,375,555 5,000,000 5,251,020 4,7O4,D88 5,000,000 4,535,893 

$13,440,508 13,280,537 12,461,400 12,195,240 10,218,959 10,058,939 10,054,178 9,886,132 9,825,992 9,747,107 9,519,486 9,160,813 5,917,599 8,804,838 8,711,500 8,520,740 8,324,146 7,582,677 7,252,616 6,784,993 5,974,450 5,256,324 5,155o737 5,149,750 4,586,850 



ITALY GERMANY SWEDEN NEW ZEALAND GERMANY GERMANY GERMANY GERMANY ITALY SWEDEN HUNGARY CANADA AUSTRALIA AUSTRALIA SWITZERLAND GERMANY GERMANY GERMANY GERMANY GERMANY GERMANY JAPAN FRANCE SINGAPORE GERMANY 

TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST INTERNATIONAL BONDS HOLDING (BY FAIR VALUE) 

ITALY (REPUBLIC OF) BUNDESOBLIGATION SWEDISH GOVERNMENT NEW ZEALAND GOVERNMENT BOND GERMANY (FED REPUBLIC) DEUTSCHLAND REPUBLIC GERMANY (FED REPUBLIC) GERMANY (FED REPUBLIC) ITALY (REPUBLIC OF} SWEDISH (GOVERNMENT OF) HUNGARY (REPUBLIC OF CANADA GOVERNMENT NEW SOUTH WALES TR QUEENSLAND TREAS UB$ AG BUNDESREPUBLIK GERMANY (REPUBLIC OF BUNDESREPUBLIK BUNDESOBUGATION BUNDESREPUBLIK GERMANY (REPUBLIC OF) DEVEL BK JAPAN FRANCE (GOVERNMENT OF) FLEXTRONICS tNTERN GERMANY (REPUBLIC OF) 

COUPON RATE MATURITY DATE 
4.000% 4.500% 5.000% 6.000% 4.750% 5.500% 4.500% 4.000% 5.5O0% 4.000% 6.750% 6.000% 7.000% 8.000% 0.000% 5.250% 4.750% B.250% 3.000% 4,500% 6.500% 1.050% 5.600% 9.875% 5.000% 

07/15/05 08/17107 O1128/09 11115111 07104129 01/04/31 07/04109 07104109 11101110 12/01/08 02/12/13 06/01/11 12/01/10 09/14/07 03113106 07/04/10 07/04/05 01104/30 04/11/08 01/04/13 07115/03 06120/23 04/25/12 07101110 07104/11 

$24,580,000 23,690.000 201,500,000 40.040,000 18,770,000 15,400.000 12,770,000 12,540,000 11,25O,000 92,000,05O 3,272,60O,0OO 17,170,000 16,850,000 16,200,000 1,210,100,000 9,090,000 8,170,000 7,060,000 7,890,000 7,390,000 5,750,000 BO0,O00,O00 4,810,000 5,220,000 4,280,000 

FAIR VALUE 
$29.237,105 28.956.529 26,733,339 24,552,508 21,658,106 19.736,107 15,642,630 14,986,451 14,564,688 14.358,065 14.166.065 14,024,495 12,559,594 12,151,982 11,898,215 11,580,535 10,158,905 9,940,476 9.068,684 8,929,339 6,627,941 6,496,584 6,048,334 5,715,900 5,371,564 



DESCRIPTION 

TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST DOMESTIC COMMON STOCK HOLDINGS (BY FAIR VALUE) 

MICROSOFT CORPORATION CITIGROUP INC PFIZER INC CISCO SYSTEMS INTEL CORPORATION WYETH JOHNSON & JOHNSON JP MORGAN CHASE DELL COMPUTER GENERAL ELECTRIC COMPANY AMERICA MERCK & COMPANY EXXON MOBIL CORPORATION CHEVRONTEXACO FED NATL MRTG GILEAD SCIENCES CENDANT CORPORATION VlACOM INC CONAGRA FOODS INC INTERNATIONAL BUSINESS MACHINE PEPSICO INC WAL MART STORES BAXTER INTL AMGEN CORPORATION FIRST DATA CORPORATION AMERICAN INTERNATIONAL GROUP 

SHARES FAIRVALUE 
2,114,100 1,208,737 1,440,768 2,459,400 1,919,000 824,800 687,418 997,940 1,069,100 1,144,400 538,000 840,848 392,582 402,320 474,860 1,418,700 588,854 1,061,177 303,500 559,820 459,200 946,350 367,956 589,776 422,369 

$ 54,205,524 51,733,944 49,202,227 41,047,386 39,934,390 37,569,640 35,539,511 34,109,589 34,040,144 32,821,392 32,575,900 30,194,852 28,344,420 27,132,461 26,378,473 25,990,584 25,709,366 25,043,777 25,036,750 24,911,990 24,645,264 24,605,100 24,446,997 24,440,317 23.306,321 



TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 
LARGEST INTERNATIONAL COMMON STOCK HOLDINGS (BY FAIR VALUE) 

COUNTRY DESCRIPTION FRANCE FRANCE UNITED KINGDOM FRANCE FRANCE GERMANY NETHERLANDS FINLAND JAPAN ITALY BELGIUM UNITED KINGDOM GERMANY JAPAN UNITED KINGDOM UNITED KINGDOM FRANCE BERMUDA UNITED KINGDOM NETHERLANDS GERMANY UNITED KINGDOM FRANCE GERMANY UNITED KINGDOM 

NESTLE SA UBS AG HSBC HLDGS WORLD INVEST EMG MKTS FD CREDIT SUISSE MUENCHNER RUECKVER ROYAL DUTCH PETROL NOKIA AB (OY) NIPPON TEL & TEL ENI FORTIS FORTIS HBOS ALLIANZ AG HONDA MOTOR CO ASTRAZENECA GROUP LLOYDS TSB GROUP NOVARTIS AG ACCENTURE COMPASS GROUP PHILIPS ELETRONICS DEUTSCHE TELEKOM VODAFONE GROUP ZURICH FIN SERVS DEUTSCHE BANK AG DIAGEO 

SHARES FAIR VALUE 
122,813 403,557 1,597,551 1,534,498 850,776 161,969 353,828 893,979 3,712 939,721 792,780 973,066 142,056 309,300 286,608 1,598,620 282,670 613,900 2,043,675 579,O82 702,356 5,451,759 87,742 160,079 9OO,55O 

$25,341,431 22,448,800 18,875,044 17,690,409 17,127,582 16,512,910 16,423,383 14,721,533 14,560,450 14,212,199 13,697,219 12,596,681 11,807,413 11,720,260 11,492,507 11,349,751 11,185,348 11,105,451 11,019.138 11,012,273 10,719,113 10,660,442 10,461.285 10,382,588 9.614.624 



TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST DOMESTIC PREFERRED STOCK HOLDINGS (BY FAIR VALUE) 
DESCRIPTION 
CSC HOLDINGS INC PACIFIC & ATLANTIC HOLDINGS INC HERCULES TR II MCLEODUSA INC NTL EUROPE INC SERIES A WEIRTON STEEL CORP ZERO CPN ZIFF DAVIS SERA ERMIS MARITIME HOLDINGS INC ZIFF DAVIS SERA SERIES E 1 XO COMMUNICATIONS INC 

SHARES 
44,450 74,661 1,280 2,629 2,493 4,500 40,000 11,754 239 3 

FAIR VALUE $4,556,125 2,613,135 755,200 19,034 4,986 45 0 0 0 0 



TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST INTERNATIONAL PREFERRED STOCK HOLDINGS (BY FAIR VALUE) 
COUNTRY DESCRIPTION 
GERMANY KOREA BRAZIL BRAZIL CANADA 

HENKEL KGAA SAMSUNG ELECTRONIC BANCO BRADESCO BANCO ITAU HOLDING SHAW COMMUNICATION 

SHARES FAIR VALUE 
113,500 20,200 148,443,000 6,971,700 12,580 

$7,026,544 2,883,401 551,034 462,966 311.355 



TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST DOMESTIC SHORT.TERM INVESTMENT HOLDINGS (BY FAIR VALUE) 

DESCRIPTION 
PYRAMID DIRECTED ACCOUNT CASH DREYFUS CASH MANAGEMENT PLUS FEDERATED PRIME OBLIGATION FUND ONE SWEEP REPURCHASE AGREEMENT 

PAR VALUE FAIR VALUE 
$347,040,034 40,659,000 38,671,000 7.710.000 

$347,040,034 40,659,000 38,671,000 7.710,000 



TEACHERS' RETIREMENT SYSTEM OF LOUISIANA LIST OF INVESTMENTS AT JUNE 30, 2003 LARGEST ALTERNATIVE INVESTMENTS HOLDINGS (BY FAIR VALUE) 

PRIVATE EQUITY INVESTMENTS APOLLO INVESTMENT FUND IV, L.P. HICKS, MUSE, TATE & FURST EQUITY FUND IV, L.P. HICKS, MUSE, TATE & FURST EQUITY FUND V, L.P. DOUGHTY HANSON & CO. Ill LIMITED PARTNERSHIP NUMBER 3 WARBURG PINCUS EQUITY PARTNERS, L.P, HICKS, MUSE, TATE & FURST EQUITY FUND Ill, L.P. DLJ MERCHANT BANKING PARTNERS III, L,P, HEARTLAND INDUSTRIAL PARTNERS, L.P, CARLYLE PARTNERS III, L.P. APOLLO iNVESTMENT FUND 81, L,P. DEUTSCHE EUROPEAN PARTNERS IV L.P, SECOND CINVEN FUND US LIMITED PARTNERSHIP APOLLO INVESTMENT FUND V, L.P. COMPASS PARTNERS EUROPEAN EQUITY FUND, L.P. CREDIT SUISSE FIRST BOSTON EQUITY PARTNERS, L.P. WARBURG PINCUS INTERNATIONAl- PARTNERS, L.P. PHAROS CAPITAL PARTNERS, L.P, SRERA CAPITAL PARTNERS LIMITED PARTNERSHIP SPECIAL PRIVATE EQUITY FUND BEAR STEARNS MERCHANT BANKING PARTNERS II HORSLEY BRIDGE FUND VII, L.P. 
REAL ESTATE INVESTMENT TRUSTS OLYMPUS REAL ESTATE FUND II, L.P. WESTBROOK REAL ESTATE FUND Ill, L.P. WESTBROOK REAL ESTATE FUND IV, LP. OLYMPUS REAL ESTATE FUND II1, L,P. OLYMPUS CO-INVESTMENT (APARTMENT REIT) Dl-J REAL ESTATE CAPITAL PARTNERS tl, LP. ING REALTY PARTNERS, L.P. DOUGHTY HANSON & CO EUROPEAN REAL ESTATE NUMBER ONE STARWOOD GLOBAL OPPORTUNITY FUND VI ING REALTY PARTNERS II, L,P WESTBROOK SHP. L-L.C, MEZZANINE FINANCING INVEBTMENTS TCW/CRESCENT MEZZANINE PARTNERS IlL L,P- PRUDENTIAL CAPITAL PARTNERS, L,P. GLEACHERS MEZZANINE FUND, L,P. STARWOOD OPPORTUNITY FUND IV, L,P. BLACKSTONE MEZZANINE PARTNERS DLJ REAL ESTATE MEZZANINE CAPITAL PARTNERS, L P DLJ INVESTMENT PARTNERS II, L.P. PENINSULA FUND III, L.P, THE 1810 MEZZANINE FUND I1, L.P, AUDAX MEZZANINE FUND, L,P. 

$188,846,682 165,019,864 160,846,542 148,698,841 144,331,575 133,638,801 103,622,825 94,044,187 60,623,241 53,638,429 45,859,211 37,9CA,075 36,174,437 33,462,476 31,196,067 24,157,574 20,089,913 18.039,132 16,799,850 14,856,429 9,517,145 
$70,069,042 70,783,016 65,493,970 48,760,765 44,922,758 39,399,772 33,189,000 23,721,395 21,771,100 15,916,000 9,690,507 
$56.458,301 45,735,773 44,097,367 40,873,041 33,728,942 30283,596 27,000,473 10,339,443 17,935,517 10,955.870 



 
NET EARNINGS ON INVESTMENTS FOR THE YEARS ENDED JUNE 30, 2003 AND 2002 

Earlllngs oil investments: Net appreciation (delrreuiatiOn) in domcstic in'ceptments: Bonds Common and pnzferrod stocks Altem~ivc investments Net appreciation (depr~tation) in international investments: E=1onds Common and preferred stocks Short.term investments Domestic interest income: Bonds Short-tentt investments International interest income: Bonds Shore.term investments Domestic common and I~'efetred dividends Internati~aal eammOn and preferred dlvideads Securities tending income: Fixed .Equity lntel~ational Gain (loss) on sale of domestic ~ufities, net: Bonds Common and preferred stocks Alternative investments Gain (loss) on sale of international securities, net: Bonds Shorbtenra investments Common and preFened stocks Gain (loss) on international exchange tr~sactlons, net Alternative investments Commission rebate income Gross earrdngs (Loss) Charges against earning: Seeurlties lending expenses: Fixed Equity international Intenmtional tax expense Alternative investmcnt~ expense Custodian fees Performance consulkant fees Trade cost analysis fees Advisor fees Total charges Net Int,~me (loss) on tnve=tmettte 

2003 
$106,991,750 342,449,133 38.149.218 $487,590,10 17,334,488 (i,698,756) 0 I]2,855,438 7,31~,607 120,174,045 30,324,875 -- 220.389 
10,528,175 3,271,d43 3.003A65 

30,743,264 59,333,355 28,041,333 
(42,815,863) (d97,886,993) 4~,7~4,753 (496,948,103) 5,590,769 (40) ~,~-A84.291~ (146,593,562) 127,127,210 44,050,485 1.026.35~ 
9,749,608 249333 10,824,150 2,530,171 31,682,592 800,000 279,786 40,0~0 19.283,122 

$ 60,334,475 (632,578,313) f273.916.077~ $(846,139,917) 72,916,783 19,552,232 10.737 92,479,774 ]26,690,338 I J,037.842 30,86,1,045 1.139.966 
11,509,$4~ 4,623,007 4.827.484 
32,004,011 64,226,682 23,023,499 

0 11,5dS,264) (164,866,491) f 13.453.485~ (294,868,240) (10,657,367) 0 ~ ) (195,745,0 I0) (43,217,155) 137,200,613 1.6d.9232 
ll,10d,163 249,706 14,030,879 2,618~82 41~18~46 8O0,0OO 252,000 40,000 22.812,775 



INVESTMENT PERFORMANCE MEASUREMENTS 
Comparative Rates of Return on Total FundI - Year Ended June 30, 2003 'reachers' Retirement System of Louisiana Comparison indices: Median Large Fund Return Comparative Rates of Return on Domestic EquitiesI - Year Ended June 30, 2003 Teachers' Retirement System of Louisiana Comparison indices: Median Equity Only Large Fund Return Standard and Poet's 500 Index Comparative Rates of Return on Domestic Bonds' - Year Ended June 30, 2003 Teachers' Retirement System of Louisiana Comparison indices: Median Bond only Public Fund Return Lehman Brothers Aggregate Bond Index Comparative Rates of Return on International Equities~ - Year Ended June 30, 2003 Teachers' Retirement System of Louisiana Comparison indices: Median International Equity Only Return E.A.F.E. Index (after tax) Comparative Rates of Return on International Bondss - Year Ended June 30, 2003 Teacherg Retirement System of Louisiana Comparison indices: Median International Bond Only Return Salnmon Brothers Non-US Government Bond Index 

Rate of Return 
2.7% 4.0% 
(2.7%) (o,i%) 0.3% 
I 1,3% 11,9% 10.4% 
(5.6%) (6.0%) (6.5%) 
25.7% 23.8% 17.9% 

76 50 
74 50 43 
56 50 58 
47 50 53 
31 50 84 The performance for the past five years as compared to other public plans in the universe of plans maintained by Holbein Associates, the System's investment performance consultant, is as follows: Three-year period ending June 30, 2003 Five-year period ending June 30, 2003 Ten-year period ending June 30, 2003 (3.1%) 2,6% 7.9% 70 63 65 

*The large fund universe consists of 105 pension plans with assets greater than $1 billion. The average fund has assets of $1.4billion. 2 The universe for intcmatioeal equity assets consists of all portfolios that have an international equity mandate. 'The universe for intemationnl bond assets consists of all portfolios that have an international bond mandate. 
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RATES OF RETURN 
ANNUAL 

TOTAL FUND Teachers' Retirement System of Louisiana Median Large Fund Return~ Inflation (CPI) DOMESTIC EQUITIES Teachers" Retirement System of Louisiana Median Equity Large Fund P.etum' Standard & Poet's 500 Index DOMESTIC BONDS Teachers' Retirement System of Louisiana Median Bond Large Fund Rettlrnt Lehman Brothers Aggregate Index INTERNATIONAL EQUITIES Teachers" Retirement System of Louisiana Median International Equity Onl)a E.A.F.E. Index (af[er tax) INTERNATIONAL BONDS Teachers' Retirement System of Louisiana Median International Bond Only Return3 Citibank World Government Bond Bond ex-ns index 

9,5% 10.9% 2.0% 
15,2% 17.1% 22,8% 
2.5% 3,2% 3A% 
6.1% 7.8% 7.6% 
6,7% 4.1% 4.9% 

14.3% (4,1%) (7.6%) 2.7% 10.7% (4.7%) (5.6%) 4.0% 3.7% 3.1% 1,0% 2.2% 

ANN UALI2~EO. 3Y~$. SYRS 
(3.1%) 2.6% (2.2%) 3.2% 2.1% 2.4% 

15.2% 1.4% (14.2%) (2.7%) (5.4%) 2.4% 8.6% (12.9%) (16,9%) (0.1%) (10.2%) (0.5%) 7,3% (14.8%) (18.0%) 0.3% (11,2%) (1.6%) 
3.4% 4,7% 4,6% 5.6% 11.2% 11.2% 4.3% 8,1% 8~% 11.3% 11.9% 10,4% 7.0% 5.4% 10,2% 7.6% 10.1% 7.5% 
34,1% (24.6%) (9.7%) (5.6%) (13,7%) (1.8%) 21.2% (20.9%) (8.0%) (6.0%) (11.1%) 03% 17,2% (23.5%) (9.5%) (6,5%) (13.5%) (4.0%) 
(1,4%) 2.5% 2.4% (9.4%) (2.2%) (7.4%) 25.5% 13.5% 15.7% 25,7% 23.8% 17,9% 12.6% 8,5% 10.3% N/A 8,1% 6.3% 

'The large fund universe consists of105 pension plans with assets greater than $1 billion. The average fund has assets of $1.4 billion. 2The universe for international equity assets consists of all portfolios that have an international equity mandate, JThe universe for international bond assets consists of all portfolios that have an international bond mandate. 



SUMMARY SCHEDULE OF COMMISSIONS PAID TO BROKERS FOR THE YEAR ENDED JUNE 30, 2003 
Institutional brokers Bear Steams A. G. Edwards & Sons Merrill Lynch Morgan Keegan UBS Financial Services Raymond James Snfith Barney StrmlUmedtum Louisiana brokers A. G, 1~dwards & Sons Legg Mason Prudential Securities Sisk Investment Sisung Securities Small/medium out-of-state brokers Abel Noser Concord First Southwest Specialty brokers Cantor Fitzgerald Dain Rauscher Pierce Jefferles & Company Goldman Sachs Recapture brokers Abel Noser Capital Institutional Services Donaldson & Company Lynch, Jones & Ryan State Street Brokerage Minority brokers Francis Financial GRW Jackson Partners Magna Securities Pacific American Williams Capital External Managers Subtotal Rebate to Teachers* Retirement System of Louisiana Total 

SHARES TRADED 56,919,549 
~0MMISSION. DOLLAR PER $2,637,037 $0.046 

16,482,688 766,003 0.046 
9,008,635 295,280 0.033 
17,156,340 733,281 0.043 
29,829,210 1,309,368 0.044 
20,176,434 947,902 0.047 

243.091.796 ~1531,858 10,220,729 (779.9~) 
0,038 0.042 
$0.039 
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Ch.rles G. H~II E.roll~ Aetue~y September 11, 2003 
Board of Directors TEACHERS' RETIRE~NT SYSTEM OF LOUISZANA Post Office Box 94123 Baton Rouge, Louisiana 70804-9123 Ladies and Gentlemen: 

1433 HMa~~O Court ~.to. Rougz, L~ 70806 (';25) 92~-6209 

Pursuant to your request, I have completed the annual valuation of the Teachers' Retirement System of Louisiana as of June 30, 2003, The valuation was prepared on the basis of the data submitted by the Retirement System office and the actuarial assumptions adopted by the Board of Trustees, and reflects the benefits in effect on the valuation date. The 2003 legislative session produced no bills which would affect funding or benefits. Notable changes in recent prior legislative sessions include the following Acts: Act 1031 of 1992 established the Experience Account which provides for the pre-funding of retiree COLA's by accumulating 50% Of the excess investment income. The Texaco Settlement Fund was established July I, 1995 to dedicate allocated assets to reduce the initial unfunded actuarial liability established by Act 81. Act 981 of 1997 eliminates the current twenty year retirement for new members hired after July i, 1999. Act 402 of 1999 establishes that the Beard shall grant a COLA not to exceed the lesser of the CgI-U or 3% from the Experience Account. Act 1172 of 2001 increases the permissible retiree COLA formula to 3%, provides a minimum one time COLA to retirees equal to $200 per month, not to exceed a benefit of $i000 per month. Survivors and beneficiaries minimum benefit is increased to 8600 and $300 per month. The funding objective of the Retirement System was established by Constitutional Amendment Number 3 during the 1987 Legislative Session and requires the following: a) fully fund all current normal with the prescribed statutory costs determined in accordance funding method; and b) liquidate the unfunded liability as of J~ne 30, IgB8 over a forty year period with subsequent changes in unfunded liabilities amortized over period(e) specified by statute On the basis of the employers for the year current valuation, the total contribution commencing July i, 2002 should be set equal to When compared to the prior year's employer' i~.7% reflects a significant increase to current contribution rate, together with sufficient to achieve the funding objective 
rate payable by the 14.7% of payroll. s rate of 14.0%, the current employer's rate of the employer's rate from the prior year. The the contributions payable by the members, is set forth above, 



Board of Trustees TEACHERS' RETIREMENT SYSTEM September 11,2003 
The methodology for determining the actuarial val~e of assets approved by the Board of Trustees is consistent with the prior plan year. The current method values all assets on a basis which reflects a four-year moving weighted average of the relationship between market value and cost value. The objective of this asset valuation method is to smooth the volatility which might otherwise occur due to market conditions en the measurement date. The actuarial value of assets for the fiscal year ending on June 30, 2003 were in the amount of $10,738,114,209. The Actuarial Value of Assets, when adjusted for the Experience Account Fund in the amount of 8-1,088,630,751, the side-fund assets for the Louisiana State University Agriculture and Extensien Service Supplement of $-180,974, and the side-fund assets from the Texaco Settlement Fund of $162,031,438 yields assets for funding purposes of $11,664,894,495. In performing the June 30, 2003 valuation, we have relied upon the employee data and financial information provided by the administrative staff of the Teachers' Retirement System of Louisiana. Regarding participant data, each record was edited for reasonableness and consistency, although the validity of the information was not compared to source documents or compared with data for the same participant utilized in prior valuations. Regarding plan assets, a general review for consistency and balance testing with information furnished for the prior year's valuation was performed. The present values shown in the June 30, 2003 actuarial valuation and supporting statistical schedules Of this certification, which have been reformatted and comprises all the schedules Of the Actuarial Section in the annual Financial Statement, have been prepared in accordance with the actuarial methods specified in Louisiana Revised Statutes Title II Section 22(13) and assumptions which are appropriate for the purposes of this v&lustion. The funding method prescribed is the Projected Unit Credit Cost Method. The actuarial assumptions and methods used for funding purposes comply and are within the parameters set forth by the Government Accounting Standards Board (GASB) Statement No. 25. The same actuarial assumptiens and methods were employed in the development of the Trend Data Schedule, the Schedule of Funding Frogreseand the Schedule of Employer Contributions which were prepared for the Financial Section of this report. The System is required to conduct an experience study every five years. The most recent study covers the five year observation period of 1997-2001. Excluding the statutory requirement to recognize negative Experience Account balances in the assets for funding purposes, I certify to the best of my knowledge, the methods and assumptions comply with generally recognized and accepted actuarial principals and practices set forth by the American Academy of Actuaries, are reasonable iD the aggregate and when applied in combination represents my best estimate of the funding requirement to achieve the Retirement System's Funding Objective. R 
C C ,ASA 



Ac~ar~l SUMMARY OF ASSUMPTIONS The following assumptions were adopted by the Board of Trustees of the Teachers' Retirement System of Louisiana (TRSL) based on the 199%2001 actuarial experience study with supplemental revision in 1990 and other Board action. I. GeneralAetuarialMethod 

Experience Galns/(Losses) Actuarial Assumptions Actuarial Methods Benefit Changes 

ACT 81 Effeftlve 6/30/88 15 years 30 yearS 30 years 
AS AMENDED ACT 257 Later of 2029 or 15 years Later of 2029 or 30 years Later of 2029 or 30 years determined by enabling statute Employer contribution requirements for normal costs and amortization of the unfunded accrued liabilities are determined as a percentage of payroll. Discrepancy between dollars generated by percentage of payroll versus the required dollar amount are Ucated as a short-fall credit/(debit) and applied to the following year's contribution requirsmcnt. Asset Valuation Method: Assets are valued on a basis which reflects a four-year moving weighted average value between market value and cost value. Prior to July 1. 1997, fixed income securities were valued at amortized east. Valuation Dots: The administrative steffofTRSL thmishes the actuary with demographic data relating to the active life membership and retired life members. Retired life members included inactive members who are entitled to a deferred reciprocal or vested benefit. The book value and market value of System assets are provided by the administrative staff of TRSL. All dam is reviewed for reasonableness and consistency from year to year, but is not audited by the actuary, II. geonnmie Assumptions Investment Return: 8.25 percent per annum, compounded annually Incorporated in the following salary scales is an explicit 4.5 percent portion attributable to the effects on salaries, based upon years of service: Regular Teachers - range School Lunch - range University - range 

Duration 1 yr Syr 10 yr 15 yr 20 yr 25 yr 30 yr 

Teachers 7.80% 6.80% 6.50% 5.80% 5.50% 5.20% 3.80% 

School Lunch A 7.80% 6.S0% 4.00% 6.00% 4.50% 4.00% 3.20% The active member population is assumed to remain constant, IlL Decrement Assumptions 

3.20% - 7.80% 2.50% - 6.50% 3.50% - 9.00% School Lunch B 6.50% 6.00% 5.20% 4.00% 3.20% 3.20% 2.50% 

UNIVERSITY 9.80% 6.50% 6.20% 6.20% 5.50% 4.50% 4.50% 
Mar tality A~suwlTt~on: Pre.retirement death~ and post-retirement life expectancies are projected in accurdance with the experience of the 1983 Sex Distinct Graduated Group Annuity Mortality Table, with female ages set at aRained age pins one, 
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Actuarial SeCtiOn 
SUMMARY OF ASSUMPTIONS (Continued) D(sahllltv Assumotion: Rates of tutal and permanent disability were projected by age in accordance with the 1997-2001 disability experience of the Retirement System, Rates were projected separately for School Lunch Employees. Mortality after disability ate based on the Eleventh Actuarial Valuation of the Railroad Retirement System for permanent disabilities, 

Age 25 30 35 40 45 50 55 

Teaebfrs .01% .03% .06% ,10% .18% .24% .47% 
Age 25 30 35 40 45 50 

~~h0ol Lunch A .00% .00% .01% .01% .70% 2.00% 2.00% 

School Lunch B .00% .00% .05% A3% .40% .80% 3.00% 

I)NIVERSITY. .01% .01% .01% .05% .10% .05% 2.00% Voluntary withdrawal rates are derived from the 1997-2001 termination experience study Teaehers 7.9% 8.0% 6.0% 3.0% 2.0% 2.0% 
School Lup,h A 0.0% 1.0% 1.0% 1.0% 1.0% 1.0% 

Sfhool Lunch ][]. 16.0% 9.0% 4.0% 4.0% 3.0% 2.0% 
UNIVF~RSITY 14.0% 12.0% 14.0% 9.0% 4.0% 2.0% Furthermore, for members terminating with ten (10) or more years of service, it is assumed that 80 percent will not withdraw their accumulated employee contributions. 

Age S0 yr 51 yr. 52yr. 53 yr. 54 yr. Age 55 yr 56 yr. ~;7 yr. 58 yr. 59 yr. Age 60 yr. 61 yr. 62 yr. 63 yr. 64 yr, Age 65 yr 66 yr. 67 yr, 68 yr, 69 yr, 70 yr, 

Retirement rates were projected based upon the 1997-2001 experience study 
Teac_aOy~ 3% 0% 3% 5% 3% 15% 5% 15% 10% 35% 23% 23% 40% 40% 26% 26% 26% 33% 33% 33% 

55% 10% 10% 10% 15% 20% 7% 5% 5% 5% 33% 5% 40% 5% 40% 5% 36% 5% 36% 5% 36% 5% 

~fh0ol Lunch A 1% 0% 1% 0% 3% 0% 3% 0% 3% 0% 10% 10% 15% 20% 35% 35% 30% 40% 50% 50% 40% 40% 32% 32% 32% 32% 

10% 37% 15% 15% 25% 52% 52% 25% 15% 15% 15% 15% 15% 15% 15% 15% 

School Lunch B 0% 0% 0% 0% 0% 0% 0% 50% 0% 50% 50% 33% 33% 33% 33% 
12% 12% 12% 12% 12% 33% 2% 33% 2% 55% 2% 55% 2% 40% 2% 40% 2% 40% 2% 40% 2% 40% 2% 25% 2% 25% 2% 

UNIVERSITY 3% 0% 3% 5% 4% 10% 5% 10% 9% 10% 15% 18% 24% 34% 20% 20% 20% 20% 20% 20% 

20% 5% 5% 5% 6% 9% 2% 2% 2% 2% 30% 2% 30% 2% 30% 2% 30% 2% 30% 5% 30% 2% 
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SUMMARY OF UNFUNDED ACTUARIAL 
(i) (2) ACTIVE RETIREE3 VALUATION MEMBER TEEM. VESTED DATE CONTRIBUTION INACTIVS 

ACTIVE MEMBERS EMPLOYER FIN. PORTION 

Y TEST 

ACTUARIAL VALUATION ASSETS 
PORTION OF ACTUARIAL ACCRUED LIABILITIES COVERED BY ASSETS 

SUMMARY OF ACTUARIAL AND UNFUNDED ACTUARIAL LIABILITIES (in milllOttt of deSart) 
ACTUARIAL ACTUARIAL VALUATION ACCRUED VALUATION DATE LIABILITIES ASSETS 

RATIO OF ASSETS TO AAL 
ACTIVE UNFUNDED MEMBER 

NOTE: Information on this page was provided by Hall Actuarial Associates. 

AAL 
UNFUNDED AAL ASA %OF ACTIVE PAYROLL 
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Actu~tal~ctlon 
ACTUARIAL VALUATION BALANCE SHEET AS OF JUNE 30, 2003 AND 2002 

PRESENT ASSETS CREDITABLE TO Members' Savings Account Annuity Reserve Account TOTAL PRESENT ASSETS PRESENT VALUE OF PROSPECTIVE CONTRIBUTIONS PAYABLE TO: Members' Savings Account Annuity Reserve Account Normal Accrued Liability TOTAL PROSPECTIVE CONTRIBUTIONS TOTAL ASSETS 
PRESENT VALUE OF PROSPECTIVE BENEFITS PAYABLE ON ACCOUNT OF Current Retiree Members Current Active Members Deferred Vested & Reciprocal Members TOTAL LIABILITIES 

ASSETS 

LIABILITIES 

NOTE: Information on this page was provided by Hall Actuarial Associates. 

. 2003 2002 
$ 1,669,410,222 .10.157,515.714 $ 1,836,215,941 12.019.5.52,814 
2,273,689,838 2,269,339.239 1,849,146,858 3,826.069,274 .. 7,~48~905,970 1,929,476,315 4,~2,606~69 8.781.422.023 

$ 10,186,811,854 8,999,080,101 589,.939.951 $ 9,870,025,101 I0,842,986,694 87.963,042 
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RECONCILIATION OF UNFUNDED ACTUARIAL LIABILITIES (in thousands of dollars) 
Unfunded Actuarial Liability at begirmivg of Fiscal Year (7/1) Interest on Unfunded Liability Investment Experience (gains) decreases UAL Plan Experience (gains) decreases UAL Employer Amortization Paymems (payments) decreases UAL Employer Contribution Variance (excess contributions) decreases UAL Experience Account Allocation (allocations) decreases UAL Other - Miscellaneous gains and Losses from transfers or Acts Of the Legislature Unfunded Actuarial Liability at end of Fiscal Year (6/30) 

$4,517,175 $3,618,734 372,667 298,545 $3,518,048 $4,068,119 290,238 335,619 
1,598,190 1,639,264 898,529 (916,367) 
428,616 5,169 (393,754) (158,160) 
(258,894) (204,299) (206,753) (236,736) 
9,704 (20,606) (41,310) (32,610) 
(799,095) (819,632) (449,264) 458,183 

NOTE: Information on this page was provided by Hall Actuarial Associates, 
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i~.~ -;,i i+ ; I DAT~; !.i moi 
AMp.anzAtl0 S OF UNtVND.m.AC~A~I4L A<~C P-rED LIAS~ JUNB30, 2003 
: ,AMORTIZA'IION i AMORTIZATION DESCRIPTION i ; METHOD i P]~RIOD ~.. +! :i I i 1) ;', 1993 'i ilniUalLiat~lhy i3) i 1994 J;Chl~Se in Liabilicy i 4i ; i i995i iChanlE~ in Liebfil;y , 5) i 1996 :, iChangeiaLiability : 6) i 1997 : ~Ch~e in Liability ; i.. !.97.+ i .. !9.s~ !" Lt+m'~ i 8) i i 1999 ! iCh~~sein Liability 19) i i 2000 i e;Chang~ ifl Li~lity !10) i 2001 i ~*Cha~ nLabl y ~ -, J ;11) :~ 2002 ~Chanse [i~ Liability ! ii, ili~o~iiii.ii IL3) ~, 2003 i iChangelnLl~lity 

',Contribution Variance ~Coa~rlbatlon Vari+mce; i : Contribution Variance ~.Contfibulion Varlan~~ ! ~,Coatrihut bin Varian~~ 

]UTAL OU1$TANDING BALANCI~ 

INrIIAL LIABILITY YEARS REMAINING R~IAIN BALANCE MID-YEAR PAYMENT 

t~lPLO YER'S CRn0rr BALANCE ~i ~++ :~ ii.~..!...r L ; i 5! ; ; (38,284,189)I' : 11 i L :' i .~~! =' ': i+~,+1+,.06~i L I i 51 : (41,310,38~)i 3, i L "i : 5i i 9,730,820 ! iI ~ : 
10 TAL I~MI'LO yER'S C R~DIT BALANCE TOTAL UNFUNDED ACTUARIAL' ACCRIJ~D LIABILrIY ! I , 

Bff~~1+ve J~a I, 1992, AmoyliP+A~ion Periods chan~d is ~~o!~L~nce ~th Ag! 257 

$6.35 t.~39~653 (82t,612,475) d++14/,,0+3+ id,b;d+:) (+++,+~,;~i+) 71.399,47fi (309.409.)39) 
(659+265.631) 842,880.34~ ig;,i)~;;;+~ 963+552.515 

(]6,7811760)i (662.713): +~2.s+.,?++i 418.401.780)+ 
~:++2,';i 50,620.222 ! r (5,782,076)i 57.867~3g ' ~ " S334,~72,336 . 

(8.916.199); : (26.719.123): i iiT,i' i,;ig)i: 9.730,820 ~i 
($7,fi26,822): .$(+39,$23,902), 

"I~ : i ;: $5.508.361.$49 .: 
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MEMBERSHIP DATA Data regarding the membership of TRSL for valuation were furnished by TRSL 

Regular Teachers University Members School Lunch A School Lunch B Post DROP TOTAL 
Males (%) Females (%) 

75.412 6,917 688 1,941 2.688 
$32,306 49,305 18,758 13,516 44,722 

77,193 4,855 817 2,001 2.490 
$32,296 50,214 17,545 12,190 

87,646 $33,299 87,356 $32,518 
17.1% 82.9% Valuations' salaries were $2,977,885,311 for 2003 and $2,777,667,107 for 2002 

Due Refunds Vested & Reciprocals 

Retirees Disabilities Survivors DROP 

2003 CENSUS 7,852 5,720 

CENSUS 43,050 3,698 4,155 2,72~ 
AVERAGE ANNUAL ~NUIT;~S $19,234 10,292 14,291 27,153 $18,636 

NOTE: Information on this page was provided by Hall Actuarial Associates. 

17.1% 82.9% 
2002 cgNs~ 10,881 624 
2002 {~ENSUS 41,231 3,622 4,200 

S~.156 

AVERAGE ANNUAL ANNUITIES $18,888 10,311 13,695 26,140 $18,299 
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YEAR ENDED 6/~o 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

NUMBEROF ACTIVE_~JEMBERS 86,079 84,671 84,849 86,401 87,193 87,129 87,361 86,829 87,356 87,646 

HISTORICAL MEMBERSHIP DATA HISTORY OF ACTIVE MEMBERSHIP DATA FOR LAST 10 YEARS 
PERCENTAGE CHANGE IN MEMBERSHIP 1,10% (1,64~/.) 0.21% 1.83% ,92% (0,07%) 0,27% (1.14%) 1,01% 1.0O% 

ANNUAL ACTIVE MEMBER PAYROLL (Thousands) $2,198,302 2,199,137 2,254,304 2,337,574 2,485,058 2,569,480 2,563,634 2,582,830 2,777,667 2,977,885 
HISTORY OF ANNUITANTS AND SURVIVOR ANNUITANT MEMBERSHIP FOR LAST 10 YEARS YEAR ENDED NUMBER OF ~0 ANNUITANTS 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

36,441 37,952 39,302 40,676 42,445 43,955 45,668 47,404 49,053 50,903 

2,266 2,778 2,678 2,925 3,404 3,061 3,344 3,424 3,480 3,455 

PERCENTAGE CHANGE IN PAYROLL 1.0% 0.0% 2.5% 3,7% 1.1% 3.4% (0.2%) .7% 10.0% 4,8% 

PERCENTAGE ANNUAL PERCENTAGE CHANGE IN ANNUITIES CHANGE IN DELETIONS MEMBERSHIP. (Thousands) ANNUITIES 1,182 1,267 1,328 1,551 1,635 1,551 1,631 1,688 1,831 1,605 

NOTE: Information on this page was provided by IIall Actuarial A~sociates 

3.07% 4.14% 3.56% 3.50% 4.35% 3.56% 3.90% 3.80% 3.23% 3,77% 

$467,689 530,856 559,883 588,928 651,822 697,376 744,801 802,202 873,678 924,735 

4.24% 13.50% 5.50% 5.20% 10.7% 7.00% 6.80% 7.70% 8,90% 5,80% 
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PRINCIPLE PROVISIONS OF THE PLAN The Teachers' Retirement System of Louisiana (TRSL) was enacted by Act No. 83 in 1936, Initially, the plan covered classroom teachers (Regular Plan), but rnembersltip has expanded to participating agencies, and the merger of School Lunch Employees. Employees of school food services that have not terminated their agreement with the Deparlmem of Health, Education and Welfare participate in Plan A. Food service programs of school without agreements enroll employees in Plan B. The purpose of the plan is to provide benefits to members and their dependents at retirement or in the event of death, disability or termination of employment. TRSL is a defined benefit plan and is funded on an actuarial reserve basis to fund benefits as prescribed by law. Adtninlstratlon The plan is governed by Title I 1 Sections 700-999 of the Louisiana Revised Statutes. The Board of Trustees is composed of seventeen members; one elected member from each of the nine congressional districts, one elected member from colleges and universities, one elected member from parish and city superintendents of schools, two elected retired members, and four ex officio members. Elected members serve staggered four-year terms. The Treasurer, Chairman of the House Retirement Committee, Chairman of the Senate Retirement Committee and State Superintendent of Public Education serve as ex officio members. The Board of Trustees appoints a Director who is responsible for the operation of the System. The Board also retains other consultants as deemed necessary. Administrative expe~es are paid cot/rely from investment earnings. Mfmber Contributions Members contribute a percentage of their gross compensation, depending on plan partinipation: ~GG~R PLAN 8% PLAIq A 9.1% 5% Member contributions have been tax-deferred for federal income tax proposes since July I, 1990. Therefore, contributions after the effective date are not considered as income for federal income tax purposes until withdrawn through refund or through payment ofhenefits. 
All participating employers, regardless of plan partieipatino, contribute a percentage of their total gross payroll to the System. The employer percentage is actuarially determined and is sufficient to pay annual accruals plus an amortization charge which liquidates the System's unfunded liability as required by law. The rate is determined annually and reconmaanded by the Public Employees' Retirement System's Actuarial Committee to the State LegJalature, .Termination A member who terminates covered employment, regardless of plan membership, may request a refund of the member's con~ibutions without interest. Upon re-employment, a wember may reinstate the credit forfeited through termination of previous membership by repaying the refunded contributions plus interest. A member who terminates covered employment with 5 years of service may, in lieu of a refund of con~ribntitrns, elect to receive a monthly annuity upon attainment of age 60. Retirement Benefits Service retirement benefits are payable to members who have terminated covered employment and met both age and service eligibility requirements. Normal Retirement Regular Plan - A member may retire with a 2.5 pe~ent annual accrual rate at age 55 with 25 ye~s of service, age65 with 202,~ars of service or at any age with 30 yeats of service. Members may retire with a 2 percent annual accrual rate at age 60 with 5 years of service or at any age with 20 years of service. Note; Members hired after June 30, 1999 may retire with s 2.5 pereem annual accrual rate at age 60 with 5 years of service or at any age with 20 years of service actuarially reduced. Plan A - A member may retire with a 3.0 percent annual accrual rate at age 55 with 25 years of service, age 60 with 5 years of service or 30 years of service, regardless of age. 
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pRINCIPLE PROVISIONS OF THE PLAN (Continued) Plan B - A member may retire with a 2.0 percent annual accrual rate at age 55 with 30 years of service, or age 60 with 5 years of service. Benefits are reduced by 3 percent for each year under age 62 at retirement unless the member Ires 25 years of creditable service. Benefit F?~mula For all plans, retirement benefits are based on a formula which multiplies the final average compensation by the applicable accrual rate, and by the years of creditable service. Final average compensation is obtained by dividing total compensation for the highest successive thirty-six month period. Pavmen~ Qptions A retiring member is entitled to receive the maximum benefit payable until the member's death. In lieu of the maximum benefit, the member may elect to receive a reduced benefit payable in the form ofa $oint and Survivor Option, or a reduced benefit with a lump sum payment which cannot exceed 36 monthly benefit payments. 
In lieu of terminating employment and accepting a service retirement, an eligible member may begin participation on the first retirement eligibility date for a period not to exceed the 3rd anniversary of retirement eligibility. Delayed participation reduces the three year participation period. During participation, benefits otherwise payable are fixed, and deposited in an individual DROP account. Upon termination of DROP, the member may continue employment and earn additional accruals to be added to the fixed pre-DROP benefit. Upon termination oferaployment, the member is entitled to the fixed benefit plus post.DROP accruals, plus the individual DROP account balance which can be paid in a lump sum, or an additional annuity based upon the account balance. 
Active members with five or more years of service credit are eligible for disability retirement benefits if certified by the medicalboard to he disabled from performing their job. Regular Plan - An eligible member shall be entitled to a pension equal to 2.5 percent of average eorapensution; however, in no event shall the disability benefit be less than the lesser of (a) 40 percent of the state minimum salary for a beginning teacher with a baebelor's degree, or (b) 75 percent of average compensation, Plan A - An eligible member shall be entitled to a see'vice retirement benefit, but not less than 60 percent, nor ~than 100percent of final average compensation. Plan B ~ An eligible member shall be entitled to a service retirement benefit, but not less than 30 percent, nor morethan75 pert.eat of final average compensation. ~inrvlv0r Benefits A surviving spouse with minor children of an active member with 5 years of creditable service (2 years immediately prior to death) or 20 years of creditable service is entitled to a benefit equal to the greater of(a) $600 par month, or (b) 50 percent of the member's benefit calculated at the 2.5 percent accrual rate for all creditable service. Each minor child (maximum of 2) shall receive an amount equal to 50 percent of the spouse's benefit. Benefits to minors cease at attainment of age 18, marriage or age 21 if enrolled in an approved institution of higher education. A surviving spouse without minor children of an active member with 10 years of creditable service (2 years immediately prior to death) or 20 years of creditable service is entitled to a benefit equal to the greater of(a) $600 per month, or (b) 50 percent of the member's benefit calculated at the 2.5 percent accrual rate for all creditable service. 
Cost-of-living adjustments (COLA's) are permitted provided there are sufficient funds in the Experience Account to fund the increase in the retiree reserves. The Experience Aceunnt is credited with 50 percent of the excess investment income over the actuarial valuation rate and is debited 50 percent of the deficit investment income and distributions for COLA)s approved by the Board of Trustees as provided by law. A surviving spouse era Plan B active member with 20 years of creditable service and the member was at least age 50 is eligible for an Option 2 benefit. 
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NUMBER OF ACTIVE, TERMINATED VESTED AND NONVESTED MEMBERS 
F~eal Year 1997-1998 1998-1999 1999-2000 2000-2001 2001~2002 

Members 94,651 94,219 94,504 97,293 98,861 101.218 
(0.5%) 0.3% 3.0% 1.6% 2.4% 2002-2003 
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NUMBER OF SERVICE RETIREES, DISABILITY RETIREES, AND BENEFICIARIES RECEIVING BENEFITS 
Fiscal Ycex 1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 

R~ccs 42,445 43,955 45,668 47,404 49,053 
3,6% 3,9% 3,8% 3.5% 2002-2003 
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3tctt~tlcal~ctlon 

Fiscal Year 1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 
Servicx 35,866 37,341 38,715 40,313 41,566 43.050 

NUMBER OF BENEFIT RECIPIENTS 
Disability 3,311 3,354 3,505 3,555 3,622 3~98 

Survivor 3,268 3,260 3,448 3,536 3,865 4.155 

Defened Ret~ement 3,698 4,038 3,893 3,695 5,496 2.722 

Initial 461 654 247 266 248 437 
Total 46,604 48,647 49,808 51,365 54,797 54.062 
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199%1998 1998-1999 1999-2000 2000-2001 2001-2002 2002~2003 
Servke $562,679,269 622,387,271 665,449,247 717,799,621 773,31|,519 826,661,700 

BENEFIT EXPENSES 

$30,580,395 33,825,395 36,165,720 39,010,849 42,027,800 44.927.266 
Survivor $18,348,237 20,295,237 21,699~32 23,406,509 25,216,680 26.956.360 

De~ed $46,266,624 51,764,526 60,169,167 69,087,607 69,718,252 96.539.409 

Initial Lump Sum $ 6,272,739 7,055,920 7,699,980 9,675,320 10,319,090 8.242.718 
$ 664,147,264 735,328,349 791,183,546 858,979,906 920,593,341 1.003.327.453 
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Fiscal Year 1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 

AVERAGE MONTHLY PENSION BENEFIT 
$1,201 1,283 1,320 1,400 1,588 1.644 

% Increase .EachYear 6,8% 2,9% 6.1% 13.4% 4.0% 

1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 

NUMBER OF REFUNDS OF CONTRIBUTIONS Number of Refunds 4,534 4,160 3,648 3,848 5,191 5.422 
(8.2%) (12.3%) 5.5% 34~9% 5.0% 

Fiscal Year 1997-1998 !998-1999 1999-2000 2000~2001 2001-2002 2002-2003 

NUMBER OF STAFF POSITIONS sufr 116 122 127 128 145 155 
5.2% 4.1% 0.8% 13.3% 7.0% 
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REVENUES BY SOURCE 

ORP Member Employer Contrlbutluns Fiscal Year Contributions Contributions Retained 
Net Investment Income 

Other Operating Revenues Total 
1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 

$191,704,402 208,275,106 216,102,491 224,684,434 226,754,298 246.119,537 251,297,401 

$387.153,226 422~52,766 442.793,009 423.690,949 401,243.346 400,478.248 421,838,213 

Fiscal Year Benefits Refunds 

$24,551,761 27.318.857 30~017,065 29,274,452 27,869,220 27,196.232 29~99,096 

$1,244,291,864 1,606,741.489 931.939,036 1,524,405,440 (595,314,707) (948,670,459) 221 ~365.576 
EXPENSES BY TYPE 
Administrative Expenses Depreciation Expense 

$924,648 741,679 811,363 1,365,976 988,233 1,787.499 4,976,629 

1996-1997 1997-1998 1998-1999 1999-2000 2000-2001 2001-2002 2002-2003 

$624,736,789 664,147,264 735,328,349 791,183,546 858,979.906 920,593,341 1,003,327,453 

$20,869,261 21,360,841 21,238,599 22~458,244 26,948,712 23,432,296 22,287,120 

$5,565,516 6,173,891 6,613,935 7,369~07 8,220.487 8.886.231 10,688,003 

$418,534 531.364 430,497 364,259 435,128 475,734 490,780 

$ 651.590,I00 692,213,360 763,611,380 821,375A56 894.584,233 953,387,602 1,036,793,356 

$1,848,625,901 2,265,529,897 1,621,662.964 2,203,421,251 61,540,390 (273,088,943) 928,976,915 

Sl~lt.nlt~l 
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8talistlcalSe~tlun SCHEDULE OF PARTICIPATING EMPLOYERS SCHOOL BOARDS - SCIIOOL BOARDS (Continued) - Acadia Parish School Board West Felieianet Parish School Board Allen Parish School Board Wina P~sh School Board Ascension Parish School Board 8ogalusa City Schools Assumption Parish School Board Monroe City Schools Avoyelles Parish School Board Beaarcgard Parish School Board COLLEGES AND UNIVERSITIES - Bienville Parish School Board River PErish Community College Bossier Parish School Board Louisiana Community and Teeh College System Caddo Parish School Board Louisiana Tech University Caicasieu Parish School Board Northwestern State University of Louisiana Caidwell Parish School Board Louisiana State University-Baton Rouge Cameron Parish School Board University of New Orleans Catahoula Parish School Board Louisiana State University Medical Center-New Orleans Claiboroe Parish School Board Ninholls State University Coneordia Parish School Board Soetheastem Louisiana University DeSoto Parish School Board University of Louisiana at Lafayette East Baton Rouge Parish School Board Gtarobling State University East Carroll Parish School Board Southern University and A&M College-Baton Rouge East Felieiana Parish School Board Southern University and A&M College-New Orleans Evangeline Parish School Board Southern University Shreveport-Bossier City Franklin Parish School Board Delgado Community College Grant Parish School Board MeNees~ State University Iberin Parish School Board University of Louisiana at Monroe Iberville Parish School Board Louisiana State Oniversity-Shi"eveport Jac~on Parish S~hool Board Louisiana State University Medlea[ Center-Shreveport Jefferson Parish School Board Elaine P, Nunez Community College Jefferson Davis Parish School Board Bossier Parish Community College Lafayette Parish School Board Baton Rouge Community College Lafourehe Parish School Board South Louisiana Community College LaSalle Parish School Board Louisiana Delta Community College Lincoln Parish School Board Livingston Parish School Board CHARTER SCHOOLS Madison Parish School Board New Vision Learning Academy Morehonso Parish School Board Saint Landry Charter School Natchitoehes Parish School Board Glance Charter School Orleans Parish School Board Right Step Academy of Excellence Ouachita Parish School Board Northwand Preparatory High School Plaqueminea Parish School Board The Stre~ Academy Charter School Pointe Coupee Parish School Board Tensas Charter School Rapides Parish School Board Avoyelles Public Charter School Inc Red River Parish School Board Baton Rouge Charter High School giahland Parish School Board Delhi Charter School Sabine Parish School Board Belle Chasse Academy Saint Bernard P~sh School Hoard Saint Charles Parish School Board STATE AGENCIES Saint Helena Parish School Board Louisiana Department of Education Saint James Parish School Board Louisiana School for the Visually Impaired Saint John the Baptist Parish School Board Louisiana School for the Deaf Saint Landry Parish School Board Teachers' Retirement System of Louisiana Saint Martin Parish School Board Louisiana School Employc~s' Retirement System Saint Mary Parish School Board Louisiana State Employees" Retirement System Saint Tammany Parish School Board Louisiana Department of Social Services Tanglpahoa Parish School Board Hanmmnd Developmental Cant~ Tansas Parish School Board Southweg Louisiana Developmental Center Terrnbonne Parish School Board Pineerest Developmental Center Union Parish School Board Louisiana Departmant of Agriculture and Forestry Vermilion Parish School Board Louisiana Division of Administration Vernon Parish School Board Louisiana State Senate Washington Parish School Board Louisiana House of Representatives Webster Parish School Board Louisiana Department of Wildllfe and Fisheries West Baton Rouge PErish School Board West Carroll Parish School Board City of Baker School Board Z~:hary Community School Board 102 Teachers' Retirement System of Louisiana 



SCHEDULE OF PARTICIPATING EMPLOYERS (Continued) 
STATE AGENCIES -(Continued) Louisiana Department of Health and Hospitals University Medical Center-Lafayette Louisiana Department of Insurance Louisiana Department of Militmy Office of the Legislative Auditor Office of the Lieutenant Governor Washington-Saint Tanmiany Regional Medical Center Louisiana Department of Labor Louisiana Department of Public Safety Louisiana Department of Cortcctions Louisiana Department of Environmental Quality Louisiana Department of Transportation and Development Secretory of State Dcpattmcnt of Revenue and Taxation Louisiana State Law lnatitutc Louisiana Department of Justice Louisiana Department of Culture, Recreation and Tourism Office of Student Financial Assistance Board of Supervisors - University of Louisiana System EA Conway Medical Center Huey P, Long - Medical Center Louisiana Special Education Center Louisiana School for Math, Science, and Arts Louisiana State Board of Elementary and Secondary Education Special Education Distri~ a1 Louisiana Board of Regents W. O. Moss Regional Hospital Louisiana Universities Marine Consortium Louisiana Systemic Initiative Program Leonard J, Chabert Medical Center Earl K, Long Medical Center Ware Youth Center Southeast Louisiana Hospital Louisiana State University/Lalli~ Kemp Medical Center Eastern Louisiana Mental Health System Charity Hospital - New Orleans Louisiana Technical College Louisiana State Universities - Health Sciences Center Villa Pecillana Medical Complex 

OTHER Louisiana Association of Educatop,~ Louisiana High School Athletic Association Saint Tammany Federation of Teachers Louisiana Federation of Tethers Rapides Federation of Teachers/School Employees Associated Professional Educators of Louisiana Louisiana Educational Television Authority Cou~ of Appeal, Fourth Circuit Jefferson Parish Council UTNO Health and Welfare Fund Jefferson Parish Human Services Authority Saint Bernard Port, Harbor and Temdnal District Webster Parish Sales Tax Commission New Orleans Center for Creative Arts Monroe Federation ofTeache, rs and School Employees East Baton Rouge Federation of Teachers United Teachers of New Orleans 
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STATE OF LOUISIANA TOTAL ACTIVE MEMBERS - 89,612 

*INCLUDES ALL EMPLOYING AGENCIES LOCATED WITHIN EACH PARISH 
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LOCATION OF TRSL RETIREES WORLDWIDE (Total Number of Retirees 50,903) 
Statfsacat 

U,S. OVERSEAS MILITARY BASES U,S, POSSESSIONS GUAM PUERTO RICO VIRGIN ISLANDS FOREIGN COUNTRIES AUSTRALIA BARBADOS CZECH REPUBLIC CANADA CENTRAL AMERICA ENOLAND OERMANY GREECE IRELAND ISRAEL MEXICO PAKISTAN PHILLWINES SPAIN SWEEDEN SWITZERLAND THAILAND UNITED KINGDOM UNITED ARAB EMIRATES 
Teachers' Retiremem b'),stem of Loulsiana 105 



 



OPTIONAL RETIREMENT PLAN The Optional Retirement Plan (ORP) was created by Louisiana. Revised Statutes 11:921 and implemented on July 1, 1990. This plan was designed to provide certain academic and unclassified employees of public institutiom ofkigher education an optional method of funding for their retirement. Participants who are eligible for membership in the Teachers' Retirement System of Louisiana (TRSL) can make an irrevocable election to participate in the ORP, a defined eon~bufiun plan, rather than the TRSL defined benefit plan. The ORP was modified by legislation passed in the 1995 session. The new act allowed ORt' members to continue their participation in the ORP if they assumed a position at a school hoard or other agency that was covered by TRSL even though that agency was not an institution of higher education. Prior to the passage of this legislation, ORP members who terminated employment at an institution of higher education were ineligible to continue their ORP membership if they ware employed outside higher education. This presented an inequity for those members as they were ineligible to ever participate in the regular retirement plan of TRSL The ORP provides for portability of assets and full and immediate vesting ofaU contributions submitted on behalf of the affected employees to the approved providers. These providers are selected by the Board of Trustees of Teachers' Retirement System of Louisiana, Monthly contributions, remitted by both the employers and the employees, are invested to provide the employees with future retirement benefits. The amount of these benefits is entirely depender upon the total contributions and investment returns accumulated during the employees~ working lifetime. Employees participating in the ORP select individual annuity contracts which may be fixed or variable or both. In the fixed annuity, contributions are allowed to accumulate over a period of years until retirement and earn interest at varying amounts dependant upon prevailing market rates. As a conservative investment, the fixed annuity provides for both the return ef principal and paynims of interest. Although the variable annuity may involve additional risk, it can also provide the employees with more opportunities to enhance 

their investment returnS. Contributions can he invested in a variety of assets, such as stock funds, bond funds, money market accounts, etc. As the cash value of the variable annuity is dependem upon the investment results of the selected funds, a member's account value can fluctuate from year to year. At June 30, 2003, and 2002, employees joining OP-.P consisted of: 2003. Members of TRSL joining ORP 81 New employees joining ORP 1,155 1.236 
gg_q~ 120 1,366 

At June 30, 2003, and 2002, the amounts transferred to ORP Were: 
Amounts previously held in TRSL reserves $ 261,042 $ 518,337 Contributions 66,827,780 62,094,87~ 
At June 30, 2003, and 2002, member and employer contribution rates were: Me Member contribution rate (applicable for ORP transfers) 2003 7.900% 2OO2 7.900% Member contribution rate 0,100% 0,100% (administrative fee - TRSL) 
Employer contribution rate (normal cost is applicable for ORP transfers) 

8.000% 2003 6.749% 
s.0oo% 2002 6.773% 

Unfunded rate 6.351% 6.327% (retained by TRSL) 
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DEFERRED RETIREMENT OPTION PLAN The Deferred Retirement Option Plan (DROP) was fLrst implemented on July 1, 1992 with the passage of Louisiana Revised Statutes l 1:786. Under DROP, a member is allowed to accunmlate retirement benefits in a special reserve fund and still continue employment and draw full salary. During this period of employment, no contributions are made to TRSL either by the member or by the employing agency. After termination of employment, the member not only receives regular montMy retirement benefits, but also receives the amount accumulated in the DROP fund, either as a total distribution or as an additional monthly annuity. In the original DROP, participation in the program could not exceed two years; however, the DROP was modified on Janl.n~j 1, 1994, to allow for a three-year period of participation. This longer period of participation permits the members to accumulate additional funds in plunning for eventual retirement from the work force. All monthly deposits to the DROP accounts are sheltered from taxes until withdrawal from the account after termination of employraent. If the wlthdrawal is made in a single sum or for a period of less than ten years, the member has the option of rolling over the withdrawn funds to an individual retirement account (I.R.A.), individual retirement annuity, or another qualified plan. Certain restrictions apply. A careful study of all provisions of the DROP should be made by the member in order to determine what is best for his particular situation. TRSL suggests that members consult their tax aceountunts before making a withdrawal selection. All information printed above is presented as a sunsmary only and is not intended to be a substitute for any language contained in the law 
Members Entering DROP Disbursements DROP ReserVes at June 30 

2003 1,499 $ 96,539,409 $693,950,930 
2002 2,063 $ 69,718,252 $666,416,351 

INITIAL LUMP SUM BENEFIT (ILSB) 

Percent Increase fDecrease) (42%) 38% 4% 
The ILSB program became effective on January 1, 1996. Retiring members who had not participated in the Deferred Retirement Option Plan (DROP) could choose the ILSB alternative, which provides both a one-time single sum payment of up to 36 months of a regular maximum monthly retirement benefit and a reduced monthly retirement benefit for life. The amount of the monthly benefit for life is based upon the amount of the single sum payment, the member's age at the time of retirement, and an actuarial reduetion. As with the DROP progtara, the member has several choices pertaining to the distribution of the single-sum payment. The member may receive the entire amount less twenty percent federal income lax withholding. The member may roll over the entire amount to an individualretirement account, an individual retirement annuity, or another qualified pinrL The member may begin a period of monthly or annual withdrawals of the amount. However, all withdrawals are subject to the same tax laws that apply to the DROP. 
Members choosing ILSB Disbursements ILSB Reserves at June 30 165 $8,242,718 $6,384,265 

2002 163 $10,319,090 $5,969,371 
DROP/ILSB ACCOUNT INTER.gST RATES 

Percent Increase (D.~crease) I% (20%) 7~/, 

FISCAL YEAR ENDING JUNE 30 1998 1999 2000 2001 2002 2003 INTEREST RATE 20.28% 13.49% 17.13% (.45%) (6.34%) (6.05%) 
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EXCESS BENEFIT PLAN The Excess Benefit Plan was created as a separate, unfunded, non-q~ified plan, and is intended to be a qualified governmental excess benefit arrangement as defined in Section 415 (m)(3) of the Internal Revenue Code. This plan became effective January 1, 2000. A member, whose TRSL benefit exceeds the maximum benefit allowed under Section 415 of the Code, is paid an excess monthly benefit from the Excess Benefit plan in an amount equal to the lesser of the member's unrestricted benefit less the maximum 415 benefit, or the amount by which the member's monthly benefit from the pension plan has been reduced because of the limitations as provided for in Revised Statue 11:784.1 of the Louisiana Revised Statues. The Excess Benefit Plan is administered by the Board of Tnsstees of Teachers' Retirement System of Louisiana. The board has the same rights~ duties and responsibilities for this plan as for the pension plan. Contributions may not be accumulated under the Excess Benefit Plan to pay future retirement benefits. Instead, monthly contributionS made by the empinyer are reduced by the amount necessary to pay that month*s excess reti~meut benefits. Employer contributions made to fund the Excess Berne fit Plan are not comlmngled with the monies of the pension plan or any other qualified plan. Also, the excess benefit plan may never receive a transfer of assets from the pension plan. 

Number of Excess Benefit Recipients Total Benefits Paid 200~ 12 $202,972 2002 9 $178,078 
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HAWTHORN, WAY'MOUTH & CARROLL, L.L.P 

CERTIFIED PUBLIC ACCOUNTANTS 855b UNIIED PLAZA BLVD., SUITE 2BG BATON ROUGE, LOUISIANA 7080S [225] 923 SOB0 ~ FAX [22b) 923-3008 August 29, 2003 Report on Compliance and on Internal Control over Financial Reporting Based on an Audit of Finaueial Statements Performed in Accordance with GovernmentAudifing Standards 
Members of the Board of Trustees Teachers' Retirement System of Louisiana Baton Rouge, Louisiana Members of the Board We have audited the financial statements of the Teachers' Retirement System of Louisiana Baton Rouge, Louisiana a component unit of the State of Louisiana, as of and for the year ended June 30, 2003, and have issued our report thereon dated August 29, 2003, which included an explanatory paragraph noting the adoption of Governmental Accounting Standards Board Statement No. 34. We conducted our audit in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether the Teacher's Retirement System of Lonisiana's financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed uo instances of noncompliance that are required to be reported under Government A uditing Standards. However, in a separate letter to management dated August 29, 2003, we disclosed other findings and recommendations. 



nternal Control Over Financial Ret~ortin~ In planning and pertbrming our audit, we considered the Teacher's Retirement System of Louisiana's internal control over financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control over financial reporting that might be material weaknesses. A material weakness is a condition in which the design or operation &one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. We noted no matters involving the internal control over financial reporting and its operation that we consider to be nraterial weaknesses. This report is intended solely tbr the information and use of the Board of Trustees, the State of Louisiana Division of Administration, the Office of the Legislative Auditor of the State of Louisiana, and management and is not intended to be and should not be used by anyone other than these specified parties. Yours truly ~ 
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August 29, 2003 

Teachers' Retirement System of Louisiana Baton Rouge, Louisiana 

Additionally, as part of obtaining reasonable assurance about whether the Teachers' Retirement System of Louisiana's component unit financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material efl~et on the determination of financial statement amounts. During our audit, we became aware of an issue which we would like to bring to your attention. 
Finding An investigation by the Louisiana Board of Ethics is in progress for possible ethics violations involving the Teachers' Retirement System of Louisiana employees and/or board members. The details of the investigation have not been released and are classified as confidential until a public report is issued by the Louisiana Board of Ethics. 
Recommendation The Teachers Retirement System of Louisiana should adopt a formal ethics policy which incorporates applicable state laws and regulations. The policy should include periodic representations by board members and management ackt~owledging compliance with ethic laws. 



Management Response In 2002, the Teachers' Retirement System of Louisiana internally noted the potential ethics problems and promptly reported them to the Ethics Administration, with support of the Board of Trustees. Although separate ethies policies are not required for individual agencies, the Teachers' Retirement System of Louisiana, as a best practice, will adopt a comprehensive ethics policy by December 31,2003. This letter does not affect our report dated August 29, 2003 on the component unit financial statements of the Teachers' Retirement System of Louisiana. Yours truly 


